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lere is one more important factor which 
pean change monthly—one more factor 
which “Adjustable Stock Ratings” can 
watch for you. 


Whether you want to keep regularly 

posted on the securities you now hold or 

hink of buying—“Adjustable Stock Rat- 
” 


jigs” can give you all the statistical 
7 ails you will need to know. 


Furthermore, terse, profit-pointing com- 

nts—prepared: by practical experts— 
eave you in no doubt as to your imme- 
diate prospects as an investor. 


‘Adjustable Stock Ratings provides a com- 
‘ hensive investment service at a very 
imal] price as compared with costs run- 
‘ning up to $40 and $50 and more for 





Maximum Loan Tables” FREE. 


{] Adjustable Stock Ratings, 1 year 
{) Adjustable Stock Ratings, ($2.50) and The Magazine of Wall Street ($7.50) including privileges of our Per- 
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—the “Lows” Since July Ist, 1933 








These are the details “Adjustable 
Stock Ratings” give you every month 
on the 1525 leading stocks on the 
New York Stock Exchange and New 
York Curb Market—as well as lead- 
ing bank and insurance stocks—and 
now, the “‘lows”’ since July Ist, 1933. 

1. What lines of business are repre- 


sented by the investments in 
which you are interested? 

2. On what exchange are they list- 
ed? 

3. Which industries — which com- 
panies are going ahead? Which 
are declining? 

4. What is the funded debt, if any? 

5. How many shares of stock are 
outstanding? 

6. What is the par value? 

7. What is the dividend rate? 

8. When is the dividend payable? 

9. What were the 1932 and 1933 


earnings—the interim earnings 


for 1933 and 1934? 


10. What were the 1933—and the 
1934 highs and lows? 


11. What are the ticker symbols? 


12. What are the pertinent facts 
about the early outlook? 








Subscribe Now—Fill in and mail this coupon today 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “ADJUSTABLE STOCK RATINGS” as checked and send me a set of “Minimum Margin and 


Both six months. Includes privileges of Personal Inquiry Service 


Canadian or Foreign Subscriptions for Adjustable Stock Ratings only, same price as aboye. On 
Combination Offers including The Magazine of Wall Street, add postage; 1 yr. $1, 6 mos. 50c. 


Address 


statistical information of this class and 
character. 


—112 pages, convenient 
pocket-size 

You may only check “Adjustable Stock 

Ratings” on the coupon below—but we 

urge you to consider the special offers 

made there. 


Not only can you take advantage of 
limited-time rates to “Adjustable Stock 
Ratings” and The Magazine of Wall 
Street—but your subscription to the 
Magazine now entitles you to the full 
privileges of our Personal Inquiry Ser- 
vice—enables you to write in for confi- 
dential advice regarding any listed stocks 
or bonds on which you want more de- 
tailed, impartial advice. 


* Your subscription to “Adjustable Stock 
Ratings” at this time will also bring you 
a set of handy, pocket-size tables which, 
using these “lows” as a base, can give 
you minimum margin requirements and 
maximum brokers’ loans at a glance. 
These tables were difficult to compile— 
their printing cost has not yet been com- 
puted. But—you can have a copy free 
if you enter your subscription within 
the next 10 days. 
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6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with the 
finest shopping district in 
the world at its doors, handy 
to the best theatres and 
principal banks, close to the 
Tuileries Gardens and the 
Opera. A hotel distin- 
guished by that gracious 
charm and comfort found 
in the best homes and ap- 
preciated by a discerning 
clientele. 


Prices Adapted to Present Conditions 
Single room and bath....... 50 frs. 
Double room and bath..... 75 frs. 
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With Our Readers 


Sirs: 

Your article on home renovation by 
Albert L. Deane was interesting, but 
disappointing in that Mr. Deane had 
not a word to say on taxation as af- 
fecting the advisability of borrowing 
for the purpose indicated. Mr. Deane 
says that owners of improved real 
estate are eligible to borrow if they 
have regular and reasonably assured 
incomes at least five times the annual 
payments required. But what we should 
like to know is how many times our 
income should exceed the amount of 
the annual payments plus taxes. Taxes 
are a first lien on the property and real 
estate must bear the brunt of taxation. 
Here in this city no regard is paid by 
tax assessors and collectors to the in- 
come derived from real estate or the 
ability of the owner to pay. Aside 
from the burden, there is uncertainty 
from year to year as to the amount to 
be demanded. Since my house was 
built in 1922 my taxes have increased 
450 per cent. If I had anticipated this 
increase I would never have made the 
investment. ‘Tax assessors never make 
allowance for depreciation, but are 
quick to increase the assessment if any 
improvement is made to the property. 
As things now stand, it seems to me 
that a home-owner who borrows to re- 
pair or renovate his home is simply 
putting his neck in the noose, with the 
tax assessors holding the other end of 
the rope—H. Z. K., New London, 
Conn. 


Fortunately for the country, your 
own realty tax increase of 450 per cent 
in twelve years is exceptional. ‘Your 
point is well made, however, and cer- 
tainly renovation borrowers would be 
foolish not to consider the possibility of 
increased assessments.—ED. 


Sirs: 

it is not true that the voters are solid- 
ly behind the New Deal. The figures 
show that in the election the Adminis- 
tration was sustained by less than 55 
per cent of the voters, which is less 
than the dominant party received in 
either 1932 or 1928. It is amazing 
how quickly men who are credited with 
having superior minds forget the les- 
sons of the past; and how often they 
must try out an experiment before be- 
coming convinced of its futility. It is 
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so with the present government power 
experiments and the St. Lawrence 
waterway proposal. Every business 
man knows that no more stupendous 
piece of folly could be imagined. 

Speaking of “yardsticks”, our Gov- 
ernment in its “wisdom” established the 
Inland Waterways Corporation some 
years ago. This was to be a “yard- 
stick,” in order to show the world, and 
especially our stupid capitalists, that 
profitable waterway transportation was 
possible. After demonstrating this 
“fact”, it was proposed to sell the lines 
to private capital. Well, they have not 
been sold—because private capital will 
not invest in a liability. The Govern- 
ment has lost money on this “yardstick” 
in every year since it was set up. I 
think it is high time our Government 
stop making these foolish, expensive 
experiments. 

This letter is not written to defend 
the ultra rich, but to protect the great 
middle class which is the bone and 
sinew of this country. Present policies, 
if continued, will eventually strip this 
class of all it possesses. Then who will 
be left to support the nation?—A. R. 
J., Palestine, Texas. 


The great middle class always takes 
it on the nose in periods of social tran- 
sition, chiefly because it is neither or- 
ganized nor by any means united in its 
beliefs. We also would like to see the 
Government drop foolish and expen- 
sive experiments, but candor forces us 
to say we do not expect that it will. 
—Ep. 


Sirs: 

If I am not badly mistaken, govern- 
ment—and especially democratic gov- 
ernment—has never shown any crea- 
tive genius whatever. History is strewn 
with the wrecks of government ven- 
tures in economic planning. How long 
will it take us to realize that the 
New Deal dream of omnipotent and 
omniscient government has already col- 
lapsed? Its monetary planning has not 
produced recovery. Its N R A planning 
is a dismal flop. Its A A A planning 
was temporarily saved by drought. Its 
pump-priming kas not primed the 
pump. Now it turns its clumsy hand 
to the housing problem; and this also 
will be a flop. If we ever get out of 
this mess it will be private intiative 


that will do it, and not government. 
The same goes for housing.—Skeptic, 
Chicago, Ill. 


You pack a mean wallop, sir, and 
you don't pull any punches! We sub- 
scribe to much that you say, but we 
would prefer to put it more politely. 
As for housing, a private new deal 
along pre-fabrication lines is even now 
just around the corner. Maybe it will 
do the trick.—Eb. 


Sirs: 

You are eminently correct in saying 
that “the most expensive thing in this 
country is government” and that “one 
of the cheapest is electricity.” I hap- 
pen to be both a user of electricity and 
the owner of several odd-lots of utility 
stocks, including Commonwealth Edi- 
son, Public Service of New Jersey and 
U.G.I. My electric bill runs around 
$48 a year, and so far the New Deal 
hasn’t saved me anything on it. It 
would have to give me free electricity 
for the rest of my life to make up what 
it has cost me on these stocks. 

Maybe Roosevelt argues that the 
minority must be hit for the good of 
the majority, but I contend that from 
the point of view of the national wel- 
fare the Government's crazy venture 
into the power field has cost many 
times what it is worth. Since the 
T V A legislation was adopted, T V A 
and P W A have authorized expendi- 
tures of about $300,000,000 for the 
building or purchase of power facili- 
ties. ‘Look how this helps the heavy 
industries,” says the New Deal—ignor- 
ing that it has scared the private utili- 
ties so much that they have practically 
stopped buying and expanding. It is 
a safe guess that this $300,000,000 of 
taxpayers’ money has killed several 
times that amount of private invest- 
ment. And that is not all of the story. 
Public utility stocks held throughout 
the country have declined more than 
$2,000,000,000 in market value since 
the present New Deal attack was let 
loose last year. I claim that the hire 
of Mr. Ickes, Mr. Lilienthal and the 
rest of the power idealists comes pretty 
high!—M. K. G., Trenton, N. J. 


Your shot hits the bull’s-eye and 
wins this department’s first prize, which 
(Please turn to page 293) 
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The Inside Story of Big Corporations... . 


Eleven gigantic American corporations—each a vast dynamo, super- 
latively operated, anticipating and meeting the world’s essential needs 
—supply the material for this book which will intrigue and hold your 
interest. “Understanding the Big Corporations” not only gives the 
origin and organization of these giants but surveys their markets and 
materials, labor and capital. Competition from the early days down 
to the present time, trials and defeats, the methods employed, victories 
won, are all recounted by the editors of Fortune Magazine who have 
collaborated in making this exhaustive study. 


Most absorbing is the manner in which the men who have guided the 
destinies of these corporations are revealed and pictured. Shrewd, in 
telligent, strategic—their power and positions were not unlike great 
military commanders! The investor and trader will find this work 
both enthralling and informative, especially if he owns securities in 
any of the corporations treated—International Harvester, U. S. Rubber, 
Ford, United Shoe Machinery, Continental Can, Air Reduction, Na- 
tional Steel, Johns-Manville, Pittsburgh Plate Glass, American Sugar 
Refining, Cannon Towels. 


We can supply any books you require! 


The Problem of Achieving Stability .... 


How can purchasing power be maintained? Can government spending 
prime the pump? Does restriction of production help revival? Can 
the business cycle be controlled? These are some of the vital ques- 
tions treated by Professor Sumner H. Slichter of Harvard University 
in his new book “Towards Stability”. Intended for the intelligent 
investor and business man, this volume constitutes a critical examin- 
ation of the problems that must be solved if our country is to stabilize 
the prospects for profit and reach a point of economic balance. 


In a revealing discussion the author explains why the heroic efforts of 
the Roosevelt administration to end depression have yielded only small 
increases in spending, production and employment. If you hold secur- 
ities in the capital-goods industries you will be keenly interested in 
the forecast of their increasing difficulties as compared to the consumer- 
goods industries. Individual chapters are devoted to Fluctuations in 
Spending, The Control of Investment, The Control of Credit, The 
Problem of Purchasing Power, Problems of a Planned Economy, Our 
Obsolete Constitution. 


Let us help you round eut your financial library! 


Long Range Economic Outlook ... . 


“The Economy of Abundance”, by Stuart Chase, with its fund of 
hitherto unpublished information, should command the attention of 
every investor interested in discerning the trend of the American 
economic system. The future of prices, money, debts, securities, pro- 
duction methods and political systems are estimated in vigorous style. 
The clarification of the coming capitalistic crisis alone is worth the 
price of the book. Thousands of facts and hundreds of authorities 
are mustered and quoted in masterly and illuminating fashion. 


The investor will find much to ponder upon in the section showing 
why and how 2,000 willful corporation executives exploit the nation’s 
investors and why these so-called leaders and financiers make their 
biggest profits through wrecking their own corporations. Mr. Chase 
lists the eighteen rules which must be followed if the United States 
is to maintain its standard of living and not to lapse into the scarcity 
economy of one hundred years ago. 
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Season's Greetings 


Let us look forward with hope and faith. The visions of 
better times to come, which we will create in our minds, can 
thus be realized. If we have a dream, we have a goal,—with 
every possibility of fulfillment if we temper it with realism. 





The magical gift to man is the capacity to think. And 
through this thought process we are able to work out our own 
salvation. Let us, therefore, this coming year learn to lean 
on ourselves more and more rather than on government or the 
abilities of some gifted leader. 


If we had any doubts as to the advantages of individual initia- 
tive over collectivistic principles, this year has been one of 
awakening. After eighteen years of experiment, the Russian 
Utopia is proving itself a failure. The leadership of revolu- 
tionary agitators—the ‘Peoples’ Government’ ’—has produced 
a situation much worse than that which existed under tryannical 
Czarism. In Germany a Pied Piper is leading the nation to 
destruction. In Italy, under Dictatorship, the people will be 
going the way of Russia as soon as they have used up the capital 
of the country on which they are living. 


All these unhappy people are making the sacrifice for the 
rest of the world. We must profit by their mistakes. There 
may be much suffering in this country,—but those who are 
out of work, unbelievable as it may seem, are better off than 
many of the people who are employed in Europe. 


We have a great country with wonderful resources and if we 
put our minds to it, there is no reason why we should not work 
out of our difficulties into a better and finer civilization than 
we have yet known. 


To you, all—our many thousands of readers and friends 
with whom we feel a close and sympathetic bond—we extend 
our best wishes for a Merry Christmas and the jolliest of New 
Years, bringing you prosperity and happiness in full measure. 


Vychon 
<a Publisher 
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The Trend of Events 


DOUGLAS SPEAKS 
THE TRUTH resigned the post of 
Director of the Budg- 
et because he was not permitted to direct it, recently 
revealed the antecedent causes of his resignation, al- 
though he did not so designate them. Predicting that 
the Federal deficit for 1934 would not be less than 
$4,000,000,000, Mr. Douglas repeated the axiom that 
unbalanced budgets always lead to ruinous inflation. 
While he could see no hope of balancing the budget 
in 1935 or in 1936, Mr. Douglas was positive that it 
could be balanced in 1937, providing a determined 
start in that direction is made at once. He would 
forthwith put an end to emergency public works and 
R F C expenditures; and limit relief expenditures to 
$1,250,000,000, which would be turned over to the 
states along with the whole responsibility for making 
it suffice together with their own state and local ap- 
propriations. Relieved by such a course from the fear 
of inflation, industry would step into the breach and 
provide employment in increasing quantity. 

If the President should announce something like the 
program Mr. Douglas outlines, he will give the country 
the greatest impetus he has given it since the first 
month of his term. Whatever may be said about past 
policy, the time has come to adopt a new recovery 
and relief program, one in which relief will be eco- 
nomically but adequately administered by the Gov- 
ernment and recovery entrusted to businessencour- 


Be DOUGLAS who 


aged and assisted by the Government and not ham: - 


pered—working out its own destiny. Granting that 
the magnificent spending of the past two years was 
inevitable and suited to the needs of a desperate time 
(which is dubious) the fact remains that it is no 
longer necessary and is, moreover, detrimental. The 
time always comes when the patient must get up in 
order to get well. Doctors and nurses may have saved 
his life, but he alone can use it. 


—_ 
THE DIVIDEND ECENT months have 
STREAM brought a marked trend 
toward increasingly liberal 
dividends. In this respect it should be at least a fairly 


happy Christmas for shareholders in many corporations, 
although the desire to spread Christmas cheer is prob- 
ably the least of the motives influencing the movement. 
There are various motives at work. Some companies 
apparently fear increased surpluses would invite spe- 
cial Federal taxation under existing laws and prefer 
handing profits over to stockholders. Others see no 
profitable use to which additional surplus funds could 
be put. No doubt all feel that, with the bottom of 
depression safely behind us, caution may be somewhat 
relaxed. Finally, many feel it proper to co-operate in 
recovery by distributing as much purchasing power as 
possible. 

Probably the fear of wholesale Federal taxation of 
corporate surpluses has been greatly exaggerated. The 
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legislation was aimed chiefly at tax dodgers and not 
at legitimate enterprises which have built up the sur- 
pluses needed in the prudent conduct of their business. 
For the frank manner in which he has recently offered 
words of assurance on this point Secretary of the 
Treasury Morgenthau is to be congratulated. 

“If a business man is worried as to the manner in 
which the Bureau of Internal Revenue is going to 
administer the income tax law,” he said, “we ought 
to be ready to give him advice on his particular prob- 
lem. If we can’t advise business men directly on their 
own problems then there is something the matter with 
the law or something the matter with the Treasury. 
If business men are terrorized by the Treasury there 
is something wrong with the Treasury.” 


—_ 


HERE will be no 
disagreement with 
the President’s 
plan for taking the profits out of war. The time to do 

it is now and not when war comes again, if ever it does. 

The idea has been talked about ever since the World 
War started. Nobody should profit by war. When 

men have their lives expropriated by Government is 
no time for others to pile up blood money and demand 

exorbitant pay. Business should be drafted for war 
just as human beings are. War destroys wealth and 
yet it has ever enriched the few, impoverished the 
many and wrecked the economic machinery. War 
debts are largely made up of swollen profits, profits 
derived from the destruction of wealth. Thus these 
profits not only impede the efficient waging of war but 
become a barrier to recovery from war. No man 
takes a profit from saving a life; no man should have 
a profit from saving his country. 


TAKING THE PROFIT 
OUT OF WAR 


—_— 


TASK able step of impounding for- 

eign exchange in her strug- 
gle to remain on the gold standard. To save the lira 
foreign trade is to be put into a strait jacket. All the 
remaining gold countries are in the dilemma of choos- 
ing between monetary stability and business constric- 
tion. Surrounded by a sea of nations which have 
cheapened their money, the gold nations must choose 
between following suit or a policy of rigid deflation of 
costs and prices. Imports press relentlessly upon 
domestic business activity and exports dwindle. Capi- 
tal is depleted and internal purchasing power reduced. 
The battle for gold is a grim struggle in which the 
chief hope for victory is that the nations adhering to 
gold can hold out until the price levels in the paper 
money countries rise to such a point as to compensate 
for the shrinkage of their currencies. This is a slow 
process, taking years, unless there should soon be a 
surging return of world prosperity—against which 
deflation ironically contends. On the other hand, the 
gold nations shrink from the prospect of the diminished 
purchasing power inflation will bring to labor and 
investors in securities, those classes having already 


A DESPERATE ee has taken the inevit- 





been put through the inflation wringer once in this 
generation in Germany, Italy, France and Belgium. 
While it is true that general monetary stabilization 
may be hastened by the abandonment of present gold 
standards, devaluation will come nevertheless as a 
concomitant of it. 


—_ 
CAPITAL OONER or later low interest rates 
LOANS and the pressure of idle capital 


seeking investment will unloose 
the normal stream of long-term financing, and indus- 
try will begin to borrow the funds needed for expan- 
sion. Thus far, however, industry’s chief interest in 
cheap money is to use it advantageously in refinancing 
existing obligations. Several leading corporations have 
recently called for redemption a total of more than 
$100,000,000 of bonds on which they are paying 
from 4/7 to 5 per cent. They will borrow the needed 
funds from commercial banks at a materially lower 
rate of interest. 

In effect, this represents the transfer of a capital 
loan from the hands of investors to the hands of the 
banks. In these instances in hand, there is no question 
of the safety of the step. There is no doubt either 
that it saves money for the borrowers and makes money 
for the banks. Yet it amounts to nothing less than 
the extension of capital loans by the banks, a practice 
often condemned and one at which the commercial 
bankers themselves have often raised their hands in 
holy horror. Apparently it all depends on the caliber 
of the borrower! 


=~ 


RECOVERY IN EN. CHARLES G. 
DURABLE GOODS? fis DAWES, in his 

best “hell ’n’ Maria” 
mood, predicts recovery for the durable goods indus- 
tries will be well under way by next July and contends 
that what restores confidence to corporations more 
than anything else is sight of mass demand for their 
products. 

There is more than a grain of truth in at least the 
latter half of that assertion. The demand for some 
durable goods is already increasing. Oil burner manu- 
facturers have 45 per cent more business than last 
year. Shipments of steel furniture this year are 65 per 
cent above last year. Washing machines, radios and 
other such household equipment show enlarged de 
mand. 

Such products properly should be classified as con 
sumers’ durable goods. Producers’ capital goods—such 
as machinery and other producing equipment—show 
much smaller gains thus far. Perhaps the economic 
sequence of recovery is something like this: First, 
goods for immediate consumption; second, consumers 
durable goods of moderate cost; third, consumers’ dur 
able goods of considerable cost, such as new houses, 
and concurrently the real lift in producers’ capital 
goods, 

If such is the sequence, we appear to be well into 
the second phase of recovery. 
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As I See It 


The Law of the Land 


Bastille as the odious symbol of tyranny. Since then 

July 14 has been the French national holiday, be- 
cause the destruction of the Bastille was a dramatic reminder 
that Frenchmen could not longer be sent to prison by an 
arbitrary order of the monarch—a lettre de cachet. Today 
in our country almost any bureaucrat can issue an order 
which is tantamount to law. 

It was brought out in the Supreme Court of the United 
States last week that four men had been indicted in Texas 
for violation of a law which had never been promulgated. 
The law in question was an executive order from which had 
been inadvertently omitted the draft section under which 
the men were arrested. 

Inquiries by Justice Brandeis, and subsequent investiga- 
tion, revealed that 12,000 executive orders, rules and regu- 
lations have been issued under New Deal sanctions, which 
is understood to be more than were issued in all the years 
of the Republic preceding 1933. There has been, it ap- 
peared, no codified publication of these documents; the near- 
est approach being the 5,000 releases published by N R A 
from time to time, many of them being informal public in- 
formation bulletins. The assistant attorney general told 
Justice Brandeis with manifest chagrin that the only way a 
possible violator of this multi- 
tude of executive laws could 
find out where he stood would 
be to make a tour of all the of- 
fices from which executive or- 
ders pour in an endless stream. 
Moreover, no man has any as- 
surance that these edicts are 
authorized by any basic act of 
Congress. The President, of 
course, can do nothing but sign 
the orders that are submitted to 
him; no human being could per- 
sonally examine thousands of 
documents of a technical and 
legalistic nature within a period 
of 18 months, and do anything 
else. 

I have written before of the 
dangers of the evolution of a 
tyrannical bureaucracy in this 
country, and I feel that the dis- 
closures brought about in the 
Supreme Court’s trial of the 
Amazon and Panama oil cases, 
which turn on the validity of 
orders issued by Secretary Ickes 
as Petroleum Administrator 
and the constitutionality of the 
N RA, fully justify all that I 
have said. That there was no 
intent of evil or even of irregu- 


O* July 14, 1789, a Paris mob razed the prison of the 
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larity on the part of officers concerned in the composition 
and issuance of these derivative laws does not detract from 
the fact that countless millions of American citizens are 
now living under administrative regulations and orders, 
often of a penal nature, which have never been compe- 
tently reviewed to ascertain whether they proceed from 
duly enacted laws of Congress or are the questionable com- 
mands of some obscure functionary. No doubt, the great 
majority of them are in conformity to directive acts of 
Congress, but who knows that such is the fact regarding 
any one of them? Are errors of judgment or understand- 
ing of thousands of more or less petty officials to shape 
laws until the laborious and tedious processes of the courts 
find them out and cast them out? 

In simpler days, before the New Deal, there was little 
trouble with administrative regulations and executive orders 
because they related to routine matters vigilantly scrutinized 
by the keen attorneys of the particular interests affected as 
well as by a jealous Congress. They either died in birth or 
were promptly brought to a juridical death. 

It is apparent that the sheer volume and mass of execu- 
tive laws have become grave perils to liberty; they issue 
in such a torrent that they overwhelm before they can be 
sorted into the lawful and the unlawful. These orders 

that have the effect of law are 
{| fast making this a Government 
of decrees instead of one of 
Constitution and statute. In- 
deed, when one reflects how 
many bureaucrats are emitting 
these laws, it is allowable to 
say that we are come under the 
rule of men instead of the rule 
of law. Only a king could 
issue a lettre de cachet, but 
many a government clerk can 
nonchalantly dictate a decree 
which curbs American liberty. 

There is talk of setting up 
some kind of a new court which 
shall pass on these swarming 
decrees before they are turned 
loose on an unsuspecting and 
uncomprehending public. But 
such a court will only reach 
part of the trouble. When the 
political government under- 
takes to supersede the rules, 
customs and practices of busi- 
ness and descends to the petty 
job of putting barbers in prison 
for charging less than the code 
price for haircuts no court 
of review, no power on earth, 
can cope with the menace to 

(Please turn to page 295) 
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By A. T. MILter . im 
the 
ma 
HROUGHOUT the to flatten out and take a rest en 
period since mid-Sep- Neither development would tin 
tember the stock market Stocks Recommended for Current destroy the optimistic price 
has either been advancing or Pusets pattern marked out since the we 
trying its best to advance, de- urchase market established its well: me 
nying itself the corrective , . : defined “double-bottom” for der 
tonic of any reaction of more General Electric Commercial Credit 1934 last July and September. be 
than minor proportions. After Pullman American Cyanamid We have no quarrel with bu: 
so persistent and extended an d Atchi those who question whether rec 
effort, it is not surprising that Standard Brands enmee there is a realistic economic a 
it shows nnd - _—e as Union Carbide Continental Oil justification in the current tha 
we go into the closing fort- . level of business for materially it 
night of a year that naa trad- Great Western Sugar International Harvester higher stock prices. any we 
ers will no doubt cheerfully | Chrysler Sears, Roebuck issues are high in relation let 
swap for 1935, unrevealed as — | wew’s Inc. American Rolling Mill both to current earnings and mo 
its potentialities may be. to probable earnings immedi- tor 
Over the past fortnight the ately ahead. ' 
general run of stocks have Yet the plain fact is that sag 
made no progress, although the the sustaining factor under- the 
minority of dividend-payers supported by strong earnings lying the general market recovery of the past three months Me 
have continued to meet with the excellent demand present was not realistic analysis of immediate business prospects, sca 
for many months. but a far more subtle change in sentiment. The change has bec 
Indeed, this period has seen the first even moderately been due to cumulative evidence of a far-reaching shift in of 
brisk reaction in the general list since September as cautious _ the attitudes and policies of the Roosevelt Administration: inf 
profit-taking revealed an apparently over-bought position and a resulting speculative belief that the prospect for sig- wa: 
in some recent speculative favorites. Thus far, however, nificant business improvement in 1935 has been substan tha 
the movement does not differ materially from a similar tially brightened. or 
performance during the last week of October when the Whatever happens in 1935 business, as a matter of ist 
market crept quietly along a trading shelf for ten days practical speculative psychology, proof one way or the hay 
and then slid off of it in tentative decision to go into a other will not be supplied for some time. Therefore, it sid 
decline. It quickly thought better. of the matter, leveled seems too early to expect a wholesale reversal of the exist thi 
out along another trading shelf and then resumed the ing generally hopeful mood. Meanwhile, so far as inconx eve 
general advance. producing shares are concerned, the pressure of idle invest cer 
ment funds grows ever stronger. Considerable confirma ove 
Technical Indications tion of the strength of the present general position is sup unc 
plied by the bond market, which is not far from the highest nea 
In the present instance two weeks of horizontal drift level of the year and which has shown no signs of belated ( 
have been followed by a one-day downturn which for a weakness such as frequently follows stock market reaction cou 
few hours suggested, in rising activity, the possible makings can 
of speculative trouble. There was no follow-through to Basis for Optimism the 
this performance, however, for pressure quickly subsided por 
and the volume of transactions abruptly dwindled to less Conceding that sentiment is a nebulous thing, we are tim 
than the 800,000 share figure, as compared with an average nevertheless inclined to give it the benefit of the doubt in me 
not far from 1,000,000 shares a day over the preceding the present instance—largely for the reason that we believe wo 
month. it has a decidedly practical basis. Far more than ever spe 
There is nothing, in short, to indicate that this bit of before in this country, the course of business and finance loo 
apparent speculative indigestion is more than an incident _are affected by the actions and attitudes of the incumbent In 1 
in a market which, for all of its caution and irregularity, Federal Administration. Since March, 1933, the hopes 193 
still seems strongly inclined to lean to the side of hope. and fears of the stock market have centered to an extra- in 
Considering the scope of the intermediate recovery ordinary degree in a single individual—President Roosevelt dur 
already experienced, together with a growing interest both © —commanding both more personal prestige and more power ably 
in forthcoming words from President Roosevelt and the than has ever before centered in any of our Presidents of qua 
early assembling of Congress, the market really could not = modern times. I 
be blamed if it decided either to react somewhat further or When we consider the relation built up between the cam 
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‘stock market and the New Deal during the past twenty 


months it does not seem to us that speculation is by any 
means on a purely fanciful basis when it formulates its 
assumptions as to future business prospects with close 
regard for the present direction in which Administration 
policies point. 

It is quite obvious that the Administration for many 
weeks has been striving to bring about a restoration of con- 
fidence on the part of private capital and private initiative. 
It can be taken for granted that this decision was made by 
the President. We believe he made it in tacit acknowl- 
edgment that extraordinary Federal expenditures can neither 
go on forever nor produce adequate national recovery. We 
believe that as a practical man he must be fully aware that 
the present conciliatory and realistic attitude can not work 
magic overnight; and that, therefore, the general effort to 
encourage business, rather than coerce it, must be a con- 
tinuing thing. 

On this reasoning, until proof to the contrary is supplied, 
we propose to look forward hopefully to the pronounce- 
ments of national policy which will be made by the Presi- 
dent over the next few weeks. Our guess is that they will 
be formulated to give every possible help to the budding 
business improvement even now evident in the industrial 
records. Nothing could be more helpful to confidence than 
a Federal budget smaller 
than business has feared, as 
it has listened in recent 
weeks to the trial balloons, 
let loose by some of the 
more notorious Washing- 
ton spenders. 

This vital budget mes- 
sage will be delivered in 
the first week of January. 
Meanwhile, it will be 
scarcely surprising if it 
becomes the focal point 
of stock market interest, 
influencing a watchful 
waiting attitude, rather 
than either decisive advance 
or decline. If the Admin- 
istration’s fiscal program 
happens to be on the right 
side—and one cannot say 
this is more than an 
even-‘money bet—it is con- 
ceivable to us that it may 
overshadow congressional 
uncertainties in setting the 
near-term market tempo. 

Over the long run, of 
course, no stock market 
can be sustained except on 
the tangible basis of cor- 
porate earnings, but the 
time relationship is by no 
means immediate. There 
would be no validity in 
speculation if it did not 
look ahead to future trends. 
In the present market there is an assumption that improved 
1935 business will provide a rising general earnings trend 
in contrast with the none too satisfactory profits shown 
during the third quarter of this year and which will prob- 
ably not make any very exciting showing when fourth 
quarter reports are issued. 

It is clear that for a great many companies higher costs 
came home to roost in the third quarter. Coupled with a 
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declining gross volume, they reacted quite sharply on profits 
in not a few instances. We believe there is reason to ques- 
tion the permanent significance of present concern over 
profit margins for two reasons. First, volume of gross is a 
more important determinant of profits in efficient American 
business than unit margins. Second, the adverse cost 
factors encountered by business in 1934 will be an estab- 
lished condition in 1935 and not a new one. Given 
a known set of conditions, it is the way of business to adjust 
itself to them. In the present attitude and policies of the 
Administration, we think it a logical assumption that wage, 
hour and price trends in the new year will be more stable 
than during the past year. 

The aggregate volume of business activity is closing 
the year in contra-seasonal expansion. Steel operations 
have advanced for the eighth consecutive week and now 
stand at 33 per cent of capacity. This is due in part to 
building up of stocks in preparation for the holiday shut- 
downs, but mainly to increasing consumer demand. It is 
the belief of the industry that operations will expand sharply 
in January as the automobile industry swings into active 
production. Scrap prices, usually a sensitive and accurate 
index of the trend of steel demand, have advanced by 
approximately 16 per cent since October. 

Automobile production for the latest week advanced 

briskly, chiefly due to a 

step-up in Plymouth’s out- 
put. At this writing the 
industry may be said to be 
“waiting for the gun,” 
_ready for a spurt. in pro- 
duction on the 1935 models 
Announcement of the 1935 
Ford is expected to touch 
off volume production in 
the low price field. Mean- 
while unsold stocks in the 
hands of dealers are re- 
ported at a low level, with 
sales of 1934 models con- 
tinuing on a satisfactory 
basis. 

The output of electric 
power over the past week 
has been the highest in 
four years or since the 
week of December 20, 
1930. The figure is 7.7 
per cent higher than for 
the same week of last year. 
While much of this gain 
has been due both to cold 
weather and to seasonal in- 
crease in the lighting load, 
increases in manufacturing 
activity in the central in- 
dustrial area and in the 
southern states have also 
figured in. 

Car loadings for the lat- 
est week have recovered 
sharply and are now at a 

level moderately higher than in the same week of 1933. 
This index, however, continues to make a less favorable 
showing than other such barometers as steel operations, 
motor production and electric power output. 

Retail trade in this Christmas season continues to run 
ahead of that of the preceding year, and final figures for 
the month will be the best in several years, with sharpest 
gains in the South and West. 
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Happening in Washington 


By E. K. T. 


NRA _ will not be continued 
for another experimental year as the 
consensus of big business opinion desires. 
Its successor will be a permanent insti- 
tution with much less authority than it 
has had, and some of the work it has 
been doing will go to the Federal Trade 
Commission and be routinized in the 
Attorney General’s office. Highly 
standardized and simple, codes of fair 
practice will be continued, and their 
administration will be largely left to 
trade bodies which will have none of the 
quasi-ofhcial standing, which the Code 
Authorities now have. There is official 
talk of some sort of a special court, 
partly administrative, partly judicial, 
which will deal with compliance. 


Realism now frankly rules NRA 
councils and the new Board has no 
pride of office or function. It is coldly 
operating on itself in view of the hard 
facts of 18 months of experience. The 
new setup will be largely what it de- 
cides upon. Richberg is working within 
the same cold, realistic objectivity. En- 
forcement is being speeded up and 
strengthened, but more with the purpose of learning what 
are the insuperable limitations of enforcement than for the 
sake of the immediate results. 

NRA has instituted more than 800 enforcement ac- 
tions, which is almost as many as the anti-trust law suits 
brought by the Government in forty years. But it has 
no idea that it will take 33,000 suits to prove its imprac- 
ticalities, as Prohibition did. 


The old reliable teacher. experience (“usus magister 
optimus est,” said Aesop) has taught N R A that a minimum 
wage much higher than industry and local custom can or 
will support can not be enforced (or if enforced will perish 
small or inefficient concerns). The same is true of minimum 
prices. So far as the National Industrial Recovery Board 
has its way, they are out of the window for the future. 
And N R A officers now privately concede that the Supreme 
Court will probably give them a judicial out. 


Japanese truculence annoys Washington but does 
not give it much perturbation. Ambassador Saito and 
the authorities at Tokyo may continue their audacities of 
policy and their propaganda of irritation, but they will 
run off Washington like rain off a well-greased slicker. 
There is not the slightest danger of conflict in arms be- 
tween Japan and the United States. Washington will not 
turn a belligerent finger to stop Japan’s domination of 
China, and Japan is too busy with that engrossing job of 
intrigue and force to dream of getting Uncle Sam on her 
back. As for the naval question, the Washington and 
London agreements will disappear and the United States 
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Daniel C. Roper 


A friend of business in the 
New Deal 


will build the kind of navy it wants and 
of a size that will make the Pacific safe. 


Government inflation policy is 
taking shape along these lines: (a) Start 
business with a shot of confidence— 
economy, stable dollar, approach to budg- 
et balance, withdrawal of N R A hob- 
bles, housing program, no increase of 
taxation. (b) Gain acceleration with 
abundant and forced credit. 


Central Bank idea was dropped be- 
cause it was alarming, and who cares 
for a name when he has the rose—in 
this case, R F C, F DI C, and subservi- 
ent Federal Reserve. The Government 
has the banks in its hands. They buy 
bonds to please the Administration; to- 
morrow they will be forcing out loans 
for the same reason. 


Pressure on the utilities may be 
eased. The President, supremely con- 
fident that business is now distinctly on 
the upgrade, seems disposed to modify 
his attitude toward the public utilities. 
It is realized in high circles that Tennes- 
see speech looking forward to greater and greater municipal 
and Federal power control went too far, and, coupled with 
earlier broadsides against the power companies, was greatly 
disturbing to thousands of institutional and individual in- 
vestors. Recent conferences with public utility officials 
are indicative of a change in front. 

Watch for further evidence of a new attitude toward 
utilities generally. 


Part of the confidence tactics is to feed the country 
optimism and the conviction that the professors—except 
those who have become as practical as ham and eggs—are 
being retained only for ornamental purposes. Having ob- 
served that Daniel Roper is everywhere regarded as a hard 
headed friend of business, the Secretary of Commerce is 
more and more played up, and Roper (who is picked to 
succeed Morgenthau as Secretary of the Treasury) almost 
weekly speaks a speech containing some such passage as 
this: “The shortcomings of a minority should not be 
set forth as an indictment of the majority” (which is 
just what the President and his Leftist advisors have 
been doing.) 

Here is another Roper remark: “The re-employment 
of capital is just as significant as a vital recovery asset as 
the re-employment of labor.” And still another: “High 
emotions aroused by passing hysteria, yielding to special 
demands, cause’ dislocations and maladjustments that 
react against the common welfare.” Mr. Roper should 
read his speeches to Messrs. Ickes and Wallace, Hop- 
kins, et al... . The President reads them before they 
are released. 
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Country bankers visiting Washington say they have 
more examiners behind the counters than they have cus- 
tomers in front. Seeing the steady stream of inquisitors 
the villagers fear the worst for their banks. Still, the C.B.’s 
report that small savers are now transferring their accounts 
from postal savings to private banks. Funds increase but 
there are no borrowers. 

Having ceased to be lending institutions, banks are 
turning to service charges for a living. They are charg- 
ing deposit accounts with interest of the “float’— 
meaning that part of an account which represents checks 
in transit. 


Washington pressure is being applied more and more 
through the Treasury, the Federal Reserve and the R FC 
to bring about inflation by the credit route, but bankers say 
they don’t see how this sort of inflation can be made to 
work until real business expansion sets in. Smart pro- 
moters are now beginning to figure out a way to use RFC 
loans to banks to buy out small banks. They foresee a kill- 
ing if they can get a chance to buy banks cheap and meet 
the governmental pressure for liberal lending. 


The future A A A_ will be about what the farmers 
want it to be. Doubtless it will retain more of the planned 
economy theory than N R A, based largely on the assump- 
tion that production must be adjusted to the principle of 
self-containment. A new plan of dealing with wheat sur- 
pluses (perhaps those of some other crops) is being worked 
out. Farmers, instead of grain merchants and speculators 
are to carry surpluses with the double object of having 
an emergency reserve against bad years and the control 
of prices. Farmers are to build bug-proof, weather-proof 
and vermin-proof granaries. The Agricultural Commodity 
Corporation will lend money to finance the carriage of 
the wheat and the Farm Credit Administration will finance 
the cost of building suitable store houses. 


age of feed have depleted the nation’s herd. A A A has 
helped hostile nature by raising the price of feed. Crisis 
will come in February. Think of this: We are importing 
feed wheat from France! 


Civilian Conservation Corps is so popular and has 
performed so well that President is considering its great en- 
largement as an economical means of unemployment relief. 
One proposal is to enlarge its membership to 700,000 (it is 
now 385,000.) To find constructive work for the corps, 
it is being planned behind closed doors to use the men to 
manufacture lumber and other building materials for sub- 
sistence homesteads, the raw materials to be procured in 
the national forests and other government lands. 

CCC is to be a permanent government institution, 
with its qualifications for membership widened. It is 
considered to have great social value, aside from being 
a sponge for the absorption of the unemployed in all 
times, good or bad. 


Revival of the durable goods industries is a slender 
reed on which to support the return of prosperity, in the 
opinion of some of the new dealers. They can’t see how 
some of these industries can find buyers for their capacity 
product for five years to come. It’s the old saturation theory, 
which has been brought forward in every depression. It 
would be applicable indefinitely under principles on which 
AA Aand N RA have been conducted, but it is a charac- 
teristic of American industry in free competition to antici- 
pate obsolescence. Our durable goods industries have 
been founded on demolition as much as on construction. 
Germany conferred a disguised blessing on France when 
her armies wrecked the factories of the occupied regions. 
Even the United States has plenty of industrial equipment 
which should have been scrapped twenty-five years ago. 
The demand of the World War for goods saved these 
plants, prosperity saved them again, and now the policy of 
industrial birth control is sav- 
ing them the third time. 





Policy of easing the debt we 


burden by making more 
debts will not be applied by 
the R F C to railway bonds. 
The Government is about 
through with piling up con- 
tingent liabilities. 


Moffett has won the bout 
with Ickes over housing. The 
latter will not be permitted to 
do anything that will inter- 
fere with the plans and ob- 
jectives of the Federal Hous- 
ing Administration. Ickes rep- 
resents 1933 views of the 
President; Moffett stands for 
the chief executive’s 1935 
ideas. F H A is now the prime 
favorite among recovery pro- 


budget balancing. 


of the window. 


goods industries. 


spenders. 


jects. No chance for a break with Japan. 


At a confidential meet- 
ing of building material 
manufacturers held the 
other day opinion was 
unanimous that building 
will show a great revival 
in the spring. 


You will pay more for 
meat in the coming year. 


Washington Sees— 


President springing a knockout surprise in 


Greatly denatured successor to N R A—no 
trial for another year of present setup. 


Minimium prices and production-control out 


A studied policy of credit inflation. 
Small hope for early revival of durable 


Roper winning against the professors and 


Complete governmental domination of banks 
without resort to a central bank. 


Less pressure on the utilities. 


Farmers carrying wheat in farm granaries 
—less room for speculation. 


Permanent Civilian Conservation Corps, 
possibly employed in productive work. 


High prices for meat. 
Marked revival of building in the spring. 


And obsolescence is by 
no means confined to phy- 
sical plants; plenty of capi- 
tal structures are as uneco- 
nomic das an ox-team in 
rapid transit. Look for a 
decimation of industrial 
plants when free competi- 
tion returns. I foresee more 
salutary business failures 
in the wage of victory 
over hard times than dur- 
ing the depression. 


Increased consumption 
of perishable goods, say the 
skeptics of recovery of durable 
goods, must take the place of 
decreased demand for durable 
goods. They point to the re- 
cently published census of 
wholesale trade for 1933 
which, although showing more 
of a decline in heavy goods 
than in consumers’ goods re- 
veals room for great recovery 
in the latter. Groceries and 
foods, for example, reported 
net sales for 1933 at 43.2 
per cent less than in 





Droughts, hard winter, short- 


(Please turn to page 298) 





for DECEMBER 22, 1934 


245 











Managed Recovery vs. Depression 


Score: 0-0, First Half 


Second Half Begins 


Where Do We Stand? 































NDER the emotional stress of 

the banking collapse and with 

full public approval, our cen- 
tral government early in 1933 em- 
barked upon a program of managed 
economic recovery. <A people sick of 
deflation pinned their hopes on bold, 
authoritative government—forgetting 
the long history of political fallibility. 
It was a mirage, differing only in out- 
ward form from similar emotionalism 
in the various authoritarian states of 
Europe. 

We embarked upon a series of hasti- 
ly improvised legislative and adminis- 
trative experiments affecting industry, 
trade, agriculture and finance. Their 
major purpose was to get us out of the 
depression. For a time, as the tom- 
toms of propaganda thumped around 
us, hope ran high. 

By far the major part of this man- 
aged recovery program had been placed 
in operation by the close of 1933. 
The dollar had been depreciated; enor- 
mous pump-priming expenditures had 
begun; the regulation of N R A had 
been imposed on business and that of 
A AA upon agriculture. The stage 
had been set. - Government had waved 
its magic wand. Expectantly, we 
awaited the 1934 performance—and 
waited, and waited, and waited; hope 
slowly ebbing. 

Well, another year is ending and 
the New Deal program of man- 
aged recovery has had 
a fairly extensive test. 
Where do we stand 
now? Where are we 
going? If we may use 
football parlance, cer- 
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Where Are We Headed? 


By LaurENcE STERN 


tainly the 1934 game between depression and managed 
recovery can only be described as a scoreless tie. Our 
quarterback has called a variety of plays, but the ball is 
around mid-field, about where it was twelve months ago. 

Let us attempt to review the game objectively. The 
aggregate of retail trade at this waning season is somewhat 
larger in physical volume than it was a year ago. This is 
partly due to the artificial support of Federal emergency 
expenditures which can not be continued indefinitely. On 
the other hand, although accurate statistics are lacking, it 
is probable that there has been at least a moderate gain in 
real purchasing power and in the aggregate national 
income. 

As compared with its level of most acute depression, 
farm purchasing power has expanded substantially. This 
gain is also partly dependent on special governmental bene- 
fits. A better balance of price relationships between agri- 
cultural products and manufactured goods, however, has 
been established; and this represents progress toward eco- 
nomic adjustment. 

On the other side of the picture, a distressing number of 
people remain unemployed—fully as many as a year ago. 
The number receiving public relief now is at a new high 
for the depression and will increase further in coming 
weeks. 

The volume of industrial production is slightly smaller 
now than it was a year ago, although its current trend is 
upward at a slow pace. The movement of freight on 
the railroads continues at a low level. Private construc- 
tion of all kinds remains, acutely depressed. The heavy 
industries generally—center of major unemployment—show 
no convincing spark of animation. 

In short, governmentally-managed recovery has neither 
conquered the depression nor made appreciable progress 
toward victory during the past year. It is as if govern- 
ment had pushed a stalled 
automobile for twelve 
months — only to find 
the motor still dead, 
despite tremendous effort, 
despite tremendous ex- 
penditures. 
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If we judge solely by the recent elections, it can 
not be said that the American people are either 
aware of the reality or disappointed in the result. 
Yet, whether they know it or not, the mirage is 
evaporating—and this is a hopeful thing; probably 
the most hopeful thing of the year. 

We believe it is a safe assumption that President 
Franklin D. Roosevelt in his own mind is greatly 
disappointed in the workings of his recovery program, 
if not actually disturbed over the longer implications 
of continuing failure. - 

How else can one account for the marked change 
of tone since the President’s Green Bay, Wis., speech 
last July sent a cold shiver down the back of private 
capital? Since then the President clearly has been 
taking second thought. Since then he and his offi- 
cial family have been trying to repair the damage 
wrought by previous New Deal belligerence. Since 
then the Administration has repeatedly affirmed its 
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faith in the traditional American profit system and 
its reliance on the driving force of private initiative. 

It would be fantastic to contend that this change in the 
pattern of our quarterback’s play can not be taken at 
face value. In this country the incumbent political party 
always gets credit for satisfactory economic conditions and 
blame for unsatisfactory conditions, regardless of whether 
its policies actually had anything to do with either con- 
dition. 

In this writer's opinion, the President, several jumps 
ahead of public opinion in his vision, is striving to hand 
the ball back to business because he increasingly realizes 
the practical fact that government in the traditional Ameri- 
can form can not possibly score the winning touchdown 
alone. Trick plays have failed. Only a power play, 
straight through the line, can win. Only private initiative 
can supply the necessary power. 

There is no intention here to over-simplify either the 
analogy or the problem. It is neither practically nor poli- 
tically possible for the Administration to do an about- 
face overnight. It is not to be expected that we will see 
an end of divided councils among the numerous Adminis- 
tration advisers. It is not to be expected that Congress 
will give up its prerogative of rocking the boat of business 
confidence. 

Nevertheless, the fact is undeniable that we have passed 
the peak of governmental experimentation; that we have 
passed the peak of national reliance upon the mythical 
magic wand of government. What stands out as we look 
back over 1934 is not new policies of government, but the 
adjustment, modification and rationalization of basic poli- 
cies improvised in 1933. 

There is at least a basis for justified hope today that this 
rationalizing process will go further in the coming year; 
that out of it there will gradually evolve a set of govern- 
mental policies both more coherent and more workable; 
and that, as a direct result, genuine progress will be made 
toward a restoration of the confidence and initiative of 
private capital. 

Business confidence as we approach the new year may 
be likened to a person seriously ill, but past the crisis; 
slowly convalescing; needing careful and patient nursing. 
[t is imperative that it be guarded as far as possible from 
fresh shocks. So to guard it in the immediate future falls 
chiefly to the lot of President Roosevelt. 

It is not too much to say that the business outlook for 
1935 depends in a large degree upon two things: First, 
the fiscal program soon to be announced by the President 
in his budget message to Congress; second, the quality of 
the legislative program adopted by Congress. 

Why is it that monetary uncertainty persistently lingers 
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with us, throttling the risk-taking initiative normal to capi- 
tal? The dollar has had the same gold value for nearly a 
year, strong indication that the period of willful monetary 
experimentation has ended and that the Administration has 
placed its reliance on credit expansion. The answer is 
simple. It is the continuing large Federal deficit and un- 
certainty as to when even a start will be made toward an 
ultimate balance. 

To say that no sane person can expect an early balance 
of Federal expenditures with receipts or even an approxi- 
mate forecast by the President as to when such a balance 
may be struck is to miss the vital point of the problem. It is 
merely a start that we have to have—and a start indicated 
by convincing action, rather than by words. 

We venture the assertion that it is practically and poli- 
tically possible for the Administration to cut the deficit 
for the next fiscal year by 10 to 20 per cent under that 
for the present fiscal year without withholding adequate 
relief for any needy person in the country. This could be 
done by cutting down drastically on expensive, long-range 
public works, which experience shows are slow to get 
started, difficult to end, and unsatisfactory as creators of 
employment. The logical alternative is made-work of the 
C W Atype. It can be quickly started, quickly stopped. 
It provides a maximum measure of direct relief, with rela- 
tively inexpensive overhead costs. Provided the prevailing 
local wage rates are paid—or, preferably, slightly lower 
rates—it can neither disrupt business nor dampen con- 
fidence. 

Announcement by the President of some such practical 
form of relief, of a budget even modestly reduced from 
that of the present year, and of a rigid resolve to do every- 
thing humanly possible to hold expenditures within the 
limits thus projected would go far toward reviving business 
confidence. 

As to Congress, about all that business asks is that it 
follow the lead of the Administration sanely down the 
middle of the legislative road. At least some “social legisla- 
tion” is anticipated. It must not place too heavy a cost 
load on business. Another matter of concern is the soldiers’ 
bonus. As to taxation, there is no fear of devastating in- 
crease, since the Administration’s demonstrated method is 
to meet the emergency by borrowing. It is to be doubted 
there will be any action on tariffs capable of importantly 
changing the business outlook. 

These and other legislative uncertainties, however, are 
of secondary business concern at present. The question 
of greatest practical importance is the future of N R A, 

(Please turn to page 290) 
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g Larger Governmental Expenditures, a Balanced Budget, Bank- 
ing and Currency Legislation, Unemployment Insurance, a 
Permanent N R A—More or Less Taxation? 


q What Can Business Expect from the Next Legislative Session? 


As Congress Convenes It Listens 
for the Master’s Voice 


By THrEoporE M. KNnapprEN 


N the beginning the 74th Congress, which will assemble 
on January 3, will have no program of its own. Its 
program will be the President’s program. Later it may 

venture something of its own concoction—something differ- 
ent—but that depends much upon the course of business— 
whether encouraging or discouraging—and the ability of 
the leaders to keep Congress performing according to com- 
mands from the White House. 

At the moment of writing the President’s legislative pro- 
gram is not definitely known—not even to himself—but 
there is no doubt that it will be liberal enough to give the 
roaring radicals enough of what they want to keep them 
quiet for a time and conservative enough in some respects 
to avoid dropping a wet blanket over rising business hopes 
that governmental policies will not be such hereafter as to 
give unendurable shocks to recovery. 


The general strategy is to keep Con- 
gress so busy with Administration-in- 
dorsed measures that it will not have 
the time or the opportunity to incubate 
measures which are not to the liking of the White House. 
The plan is to absorb its energy and divert its attention by 
rushing through the Administrative program and then per- 
suading it to adjourn before it can be tempted into rebellion 
in the form of cohesion on some of the hundreds of mea- 
sures which will be offered by individual members who have 
their own ideas of the meaning of the New Deal. 

It is hoped that if and when bills not sanctioned by the 
Administration begin to have some organized support busi- 
ness recovery will be far enough advanced to check the 
zeal of all but the most reckless boat-rockers. Reaction- 
aries who long for the good old times and ways must, how- 
ever, take warning that when the President’s program is 
announced in his general and budget messages to Congress, 
it will contain little to please them. It will be conservative 
only in the sense that it will have little if anything to shock 
people who have made up their minds that whether for 
good or for ill domestic policies have changed for good. 

With the protective reservation that President Roosevelt 
is the least predictable of all the Presidents, keeping in mind 


Keep Them 
Busy 
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the well-known fact that some of the closest advisers are 
frequently taken by surprise when he acts, it now appears 
that his main program for Congress will be along the fol- 
lowing lines. 


Congress will not be advised 
to balance the budget as a whole, 
although great stress will be 
laid on balancing. the more or 
less indefinable ordinary budget. The appropriations which 
will be necessary to meet the recovery, relief and reform 
objectives of the Administration will make a balanced budg 
et prospectively impossible in the fiscal year 1935-36 al- 
though a definite plan may be announced to _ balance 
it in the following year. Yet, while “supplies” asked 
for will be staggering in their stark amount, there will 
be intimations that business recovery within the next 
two years will likely be so pronounced as to augment rew 
enues beyond prudent forecast and avoid the necessity of 
expending all of the sums voted. 

Public works expenditures for stimulating recovery and 
those for relief of the unemployed will be largely merged 
into one channel, although that does not mean that their 
administrations will be consolidated. Public works under- 
takings are to be of such scope and magnitude that they 
may directly or indirectly absorb a majority of the employ: 
able unemployed. The straight relief funds are to be ap’ 
plied mostly in giving work on permanent projects aimed 
at destroying a large part of the future risk of devastating 
unemployment. Under the public works head will be 
schemes for the promotion of rural electrification (here, pet’ 
haps, will be some balm for the utilities) , and the elimination 
of railway crossings at grades—cost, from one billion to 
ten—mass housing for slum elimination, some new venture 
in governmental financing of individual residences in the 
lower price brackets (possibly providing for the entire first 
cost of such dwelling, including land). There will be provi- 
sion for continuation of outright Federal expenditures on a 
wide variety of projects, for grants to states for public 
works, for self-liquidating advances to railways and other 
corporations for construction and equipment, etc. 


Continued Large 
Expenditures 
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Direct relief will take the form, to the ut- 
most possible degree, of providing work for 
the unemployed, especially for those who are 
viewed as being of doubtful rehabilitation pos- 
sibility under economic recovery, in building and operating 
their own subsistence homesteads. The capital investment in 
such homesteads may eventually run as high as five billion 
dollars, but none should be surprised if the starter should be 
somewhere between one and two and one-half billions of 
dollars. The funds for R W A may amount in authorization 
to an equally large amount. Possibly, as much in full ultimate 
authorization as $5,000,000,000, but with the understand- 
ing that the bulk of any appropriation will be within the 
spending discretion of the President. The thought is that 
public works must ‘not be allowed to compete with reviving 
private construction and must be constricted as private in- 
dustry expands. It is believed that the manner of expenditure 
of relief funds will involve much decentralization, possibly 
shifting the responsibility as well as the funds largely to 
state and local shoulders, thus ridding the Federal Govern- 
ment of the effects of a tendency to load everything onto it. 


Work 
Relief 


The President is expected to 
propose some degree of pay- 
ment of the soldiers’ bonus this 
year-—enough of a concession 
perhaps to avoid a break with Congress on this point. In- 
dividually, members of the new Congress are overwhelm- 
ingly committed to immediate payment of the bonus, al- 
though a majority (it is believed) are opposed in principle 
to full payment now. The bonus problem offers the one 
charice that the President may meet legislative defeat. 

Unemployment insurance will be proposed and enacted. 

Old age pensions 
system may not be 
unequivocally in - 
dorsed by the Pres- 
ident, but favor- 
able action by Con- 
gress is expected. 

Legislation will 
be proposed and 
adopted to replace 
NRA with a per 
manent substitute 
or substitutes, but 
action will be de- 
layed until the Su- 
preme Court passes 
on its constitution- 
ality as it stands. 

Regardless of the 
major and minor 
operations which 
N R A will under- 
yo, the prospect is 
favorable for the 
enactment of a 
minimum wage 
lav. The working 
week will not be 
fixed, if at all, at 
so low a point as 30 hours and the Administration influ- 


Bonus and Social 
Legislation 


ence will be for a degree of flexibility in both of these- 


proposed “reforms."’ Codes are to be retained but absolute 
fixing of minimum prices appears to be doomed. But keep 
an eye on forthcoming Supreme Court decisions. They 
may wreck N R A and all its works. 
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The House of Representatives in Session 


Banking reorganization will be advocated, but it will not 
include a Central Bank; the Federal Reserve System will, 
however, be revised, to make it more responsive to govern: 
mental policy. 

The Agricultural Adjustment Administration will be 
given some permanent form both in the President's recom- 
mendation and in law. 


No increase of taxation will be ad- 
vocated or adopted except, possibly, 
some further taxation of surplus earn- 
ings, designed to meet the theories of 
the professors that the revival and maintenance of prosperity 
is more a matter of spending than of saving, the basic idea 
being the wider distribution of national income. Virtually 
all of present temporary taxes will be re-enacted. _ 

The President will urge the approval of a revised St. 
Lawrence Waterway treaty with Canada, and the Senate 
will do so. 

Civilian Conservation Corps will be made a permanent 
institution and the President's policy will include authority 
to make it temporarily much larger, if he deems advisable 
in support of subsistence and housing relief projects. 

Legislation will be recommended which will make it pos 
sible for the Government to assist financially and morally 
the progress of reforestation of private lands in compliance 
with the pact made between timber interests and public au- 
thorities in 1933. The $75,000,000 shelter belt tree zone 
between Canada and Texas, held up by Comptroller Mc- 
Carl, will receive authorization by law. 

Public works provisions will provide for several projects 
similar to the Tennessee Valley Authority, but a more leni- 
ent attitude may be expected toward the utilities. But cheap 
power and money 
are the cornerstone 
of Roosevelt policy. 

Some of the 
Presidential pro- 
posals may be held 
back for two or 
three months, so 
that ammunition 
will not be lacking 
for thé defeat of 
runaway proposals 
by members of 
Congress. Others 
not mentioned 
above will be 
sprung later for 
like strategical rea- 
sons. Fire may have 
to be fought with 
fire, which is to 
say that something 
more radical than 
here _ suggested 
may be brought out 
to beat something 
still more radical 
from the ardently 
crusading New 
Dealers who are trying to make a religion out of a 
politico-economic reformation. 

It will be noticed that no mention is made in the Pres- 
idential program of a possible return to the gold standard, 
nor of any suggestion that the dollar be frozen at 60 cents. 
(Please turn to page 293) 


No Heavier 
Taxation 


251 








ignificant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Diplomatic Developments in 
Europe 


By a series of swift and unexpected 
diplomatic decisions, the fifteen-year- 
old problem of the Saar has apparently 
been arranged, tempering the state of 
panic which prevailed in Europe. The 
late Mr. Barthou’s statecraft, incor- 
porating the sinister possibility of 
French armed intervention in the Saar, 
created widespread fear and distrust. 
By a master stroke of diplomacy, his 
successor, Prime Minister Laval has 
thrown the entire responsibility of in- 
suring law and order during the ap- 
proaching plebiscite on disinterested 
League members. Accordingly, it has been decided with 
German sanction to police the Saar by an international 
army, composed of one battalion each of British, Italian, 
Swedish and Dutch troops. 

The German press, while reluctantly acquiescing to 
foreign intervention, nevertheless interprets this move as 
a significant step towards conciliation on the part of 
France. 

The ticklish problem of arriving at an equitable basis 
of payment for mines and industrial properties to France 
in accordance with the Versailles Treaty has been tackled 
by the Committee of Three with reasonable assurance of a 
satisfactory solution. At the present stage of negotiations, 
the round figure of nine hundred million francs has been 
accepted as a just indemnity. 

It is estimated on the other hand that there is, approxi- 
mately, only one billion two hundred million francs in 
circulation in the Saar, but that on the return of the terri- 
tory to Germany bad money will drive out the good, 
leaving only a sum of some six hundred million francs. 
It is proposed, therefore, that the remainder of the French 
stake be reimbursed by payments in kind, (coal, perhaps 
to the extent of as much as 11 million tons) plus the pre- 
rogative of operating from the French side of the frontier 
mines with shafts penetrating Saar territory. 

The most significant, perhaps, of all recent develop- 
ments in this controversy, is the reversal of England’s non- 
committal policy of non-interference and her unqualified 
assurances of active support in maintaining European peace. 

It is understood from reliable sources in Geneva, that 
an understanding has also been reached between Premier 
Laval and Litvinoff that neither France nor Russia will 
make any separate accord, which might jeopardize the 
formation of an Eastern Locarno pact. This move is 
intended as a warning to Poland and Germany against 
territorial expansion or political affiliations prejudicial to 
French security. The pact is discountenanced by Eng- 
land, who adheres to the traditional principle of a Euro- 
pean balance of power. 

Consequently, fears of an outbreak of hostilities in 
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Europe have been dispelled, mainly on 
the supposition that a pot so closely 
watched is not likely to boil over. 


* % 


Greece—Credit Deserved 


Greek financial and economic news 
is only given fragmentary space in the 
Paris or London press. From the 
Athens Legation, emanate the follow- 
ing data on Grecian finance overlooked 
by our own newspaper correspondents. 
The Greek fiscal year ends on March 
31 and according to an agreement in 
force with foreign bond holders (in 
reality with London bankers) some- 
thing must be done on payments for exterior debt obliga- 
tions during the coming year. For 1934, 35 per, cent of 
the interest requirements have been met, 272 per cent 
the previous year and 30 per cent in 1932. Prior to that 
date, no interest payments were made in full and, in fact, 
no sinking fund reserves have been set aside during the 
past three years. Still, Greek financiers have kept good 
faith. Accordingly, it is expected that some official, per- 
haps the Prime Minister himself, will hasten to London 
to bargain for a new percentage of interest payments for 
the fiscal year beginning April 1. Fifty per cent seems 
the most likely figure. 

An interesting sidelight on the Grecian financial situ- 
ation is that the same percentage of interest transfers, 
previously cited, have been regularly made to the United 
States Government on the non-postponable part of the 
Greek debt. 

Finland has received all the kudos for payment in full, 
while Greece's gesture of financial integrity has received 
only scant mention in the world’s news. True, these 
reimbursements to the United States have totalled only 
about $272,400 between July 1 this year and the present 
date, but this is just $272,400 more than France or other 
defaulting nations have seen fit to transfer for legitimate 
obligations incurred. 

An additional tribute—Greece, the most important con- 
sumer market in the Balkans, is purchasing increasing 
quantities of American merchandise. 


* x * 
Foreign Investments in American Securities 


Various events have transpired during the course of 
the month, which have strengthened the status of the gold 
bloc countries. First the agreement reached concerning the 
Saar, second, Finance Minister Germain Martin’s heated 
reiterations in the Chamber that the gold parity of the 
franc will be maintained at all cost, and third, the an- 
nouncement of the billion-and-a-half-franc loan to Belgium 
by Mendelsohn, of Amsterdam, thus supporting the sagging 
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Belga. The German banking situation also shows an 
encouraging improvement, while British efforts to secure a 
rapprochement between Germany and her neighbors, 
angling for an eventual re-entry of Germany into the 
League, are developments which have helped to clear the 
beclouded European atmosphere. 

The restoration of confidence in gold currencies has 
had, on the one hand, a stabilizing influence on continental 
exchanges, but on the other has produced an inverse effect 
on sterling. The consistent drop in the pound rate is at- 
tributed to three factors: (1) the repatriation of foreign 
funds; (2) employment of London balances in the purchase 
of dollars for continental accounts; (3) the purchase by 
London itself of dollars for commercial payments. 

It appears to be the general consensus of opinion that 
the strength of the dollar at this particular period is in a 
large measure due to a sizable revival in our export busi- 
ness. Simultaneously, Scottish and English investment 
trusts are reported to be gradually but steadily increasing 
their holdings in American securities. In fact, qualified 
financial observers, both in England and on the Continent, 
feel confident in a near-term rise in United States indus- 
trials. Sooner or later, the low yields which are obtainable 
abroad on practically all types of securities coupled with 
the fact of the political risks involved, will induce foreign 
investors to take more notice of American securities. 


* 
World’s Wheat 


Delegates to the International Wheat Conference in 
Budapest enjoyed the hospitality of the Hungarian capital, 
wined and dined to the seductive accompaniment of the 
tzigane orchestras, returned without solving the testy 
problem of world wheat distribution. 

While the delegates 
unanimously agreed 
in principle on the 
prolongation of the 
import quota arrange- 
ment, no importing 
participants seemed 
willing to relinquish 
the prerogative of 
national self- 
suficiency. Exporting 
countries continued 
as heretofore to hag- 
gle over the alloca- 
tion of future sur- 
pluses. 

Since, last year in- 
ternational trade in 
wheat has changed 
materially. Because of 
the drought in the 
United States, the 
sale of the new crop 
will be confined pri- 
marily to the domes- 
tic market. 

In France, the 
radical-socialists subservient to agricultural votes will be 
forced to purchase an additional six to seven hundred 


Wide World Photos 
Scanning Lists of Eligible Voters in the Saar 


thousand tons of wheat from French farmers for govern: 


ment account, and export on a subsidy basis a substantial 
proportion of their existing two-and-a-half million tons 
surplus. For this reason, French delegates upset the 
Conference by demanding export quotas for the future 
term. Rumors are current that even France contemplates 
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shipping to the United States under the 10 per cent ad 
valorem duty several hundred thousand tons of denatured 
wheat for fodder, and even milling wheat, providing the 
present duty of 42 cents per bushel can be lowered. 

Meanwhile, France exported wheat to England, Den- 
mark, Italy and Germany until the exchange situation 
became acute. Last year Germany was an exporter of 
wheat. Today a grave domestic shortage exists. Danubi- 
an States, customarily a significant factor in the world 
wheat market, have negligible surpluses, the Argentine 
production is reported a million tons less than last year, 
while Canada harvested a short crop and will reduce 
her carry-over by export. Russia, from time to time a 
bearish influence on speculators, this year has gleaned 
her fields—shipped her meager available surplus to Vladi- 
vostok—to feed the massed military forces in the Far 
East. 

And so it happens that irrespective of conferences with 
their complexity of quotas and concessions the year of 
plenty in 1933 has changed to a relative scarcity in 1934. 
Also significant, the world price level of wheat shows an 
encouraging rise in consumer markets totally independent 
of bureaucratic intervention, even by the A A A in 
Washington, or by international authorities in Budapest. 
With disarming naiveté the same delegates will convene 
in London on March 5 to decree an equitable distribution 
of the world’s wheat yield from future harvests. 


* 
Italy 


The gradual but insidious demoralization of National 
economy by extravagant expenditures of public funds is 
again witnessed by the decision of the Italian Cabinet, 
or more precisely by the Duce himself, to issue Treasury 
bonds at 4 per cent, 
redeemable in nine 
years for the value of 
one billion lire. This 
new issue provoked 
no surprise. In fact, 
the cursory summa- 
ries of Italian finance 
previously appearing 
in these columns, has 
consistently predicted 
¢he futility of price 
devaluation fostered 
by the Fascist regime 
and the ultimate ne- 
cessity, as the only 
alternative, of resort- 
ing to renewed ap- 
peals for additional 
credits. Between the 
years 1931 and 1933, 
inclusive, Italian 
Treasury Bonds have 
been foisted on com- 
petitive financial mar- 
kets, amounting in 
total to 8,447,000,000 
lira. This is an immense sum in Italy, and big anywhere. 

In spite of the consolidation of Government finance and 
the institution of a practical monopoly of industry, the 
deficit of the commercial balance amounts actually to 764 
million lira which, because of heavy purchases of raw 
material abroad, has dwindled gold reserves to a coverage 
of only 42 per cent, but 2 per cent over the legal minimum. 

(Please turn to page 295) 
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A New Path to 
Prosperity ? 


Potentialities as Great as Those of the Automobile in 


the Past Decade Are Present in This New Industry 


By JoHN D. C. WELpon 


FEW weeks ago, in an article analyzing “the housing 
problem” and the Government's efforts to solve it, 
we expressed the following conclusion: 

“Probably the final answer will be supplied not by gov- 
ernment at all but by private industrial genius, actuated by 
economic compulsion. Where potential markets exist, ways 
will be found to cut through rigid costs. The clue points 
in the direction of pre-fabrication. Somewhere along that 
road lies a new technological basis for the construction 
industry.” 

That was a logical conclusion, independently arrived 
at; but it was belated. It can now be revealed that some 
of the keenest industrial minds of this country came to 
precisely the same conclusion some time ago and set their 
engineers to work upon it. Quietly, they have been 
exploring the road. The work accomplished has now defi- 
nitely opened a promising door to a new mass-production 
technique in housing. 


Modern Homes at Low Prices 


In a nutshell: Modern, attractive durable houses at prices 
millions can afford to pay are here—houses as different 
from the shoddy structures that pose.as homes in so many 
“low cost” real estate developments as the modern automo- 


bile is different from the pre-war Model T Ford. 
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The writer has been privileged to examine such a house. 
It requires no stretching of the imagination to say that it 
gives one a glimpse into the future; a glimpse not, of course, 
completely revealing, any more than sight of the first auto- 
mobile revealed the vast development it was to usher in 
over little more than a generation—but nevertheless a 
specific vista down which cold reasoning tells one there 
niust be economic potentialities almost without limit. 

Fhere will be widespread curiosity about this sample 
house and others soon to be erected. It no doubt will 
please many eyes and offend others. The point is imma- 
terial. The particular design of any product will be 
changed through the years by the pressure of experience 
and public demand. 

It is the idea behind the house that is significant. It is 
the revolutionary change in the method of building and 
selling a house that concerns us in this article because of 
the almost certainly tremendous economic consequences it 
will ultimately have. 


Great Potentialities 


In understanding the full implications of this change, 
perspective and analogy are helpful. Look back at the 
development of the automobile industry. Instantly we sce 
that the method was economical mass production and intel- 
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ligent installment selling. Attractive transportation values 
at prices millions could pay translated latent desire into 
effective demand—adding almost incalculably to the wealth, 
economic activity and standard of living of this country. 

Now consider the contrast in housing as it has been. 
There has never been any question of the potential demand, 
since housing is a common necessity of life, second only to 
food and clothing in human desire. Yet in a mass pro- 
duction age-of ever more efficient production of most neces- 
sities, housing remained. an anachronism of the horse-and- 
buggy days—essentially a handicraft affair. 

A hundred years ago bricklayers laid bricks one by one. 
Carpenters nailed lumber board by board. They still do, 
with varying degrees of energy and efficiency. The wages 
of labor on the average house today constitute not far from 
half of the total cost. Wage rates, hoisted by arbitrary 
union rule, are double the pre-war rate, without any in- 
crease whatever in man-hour productivity. 

Obviously, normal economic activity depends upon the 
exchange of product values on fairly even terms. Regard- 
less of the depression, the old housing method was certain 
ultimately to break down of its own weight. Competing 
for a share of the family income, it tended, on the handi- 
craft basis, to become steadily more expensive relative to a 
growing list of necessities on a mass production basis. 


The Cost Factors 


Nor was labor cost the only handicap. Many of the most 
commonly used materials were relatively expensive. The 
financing method although varying widely, was an archaic 
nightmare, usually suspending over the head of the buyer 
a three-year mortgage, despite the certainty that the aver- 
age such obligation could not possibly be paid off within 
so brief a period. Finally, taxes 


But there are other ways of making a wall, a ceiling, a 
roof, a floor, a partition—labor saving ways and ways that 
substitute for old materials new materials both better and 
cheaper. Let us say one wishes an inside partition eight 
feet high, twelve feet long. Very well, four panels, factory 
made, each eight feet high and three feet wide, will do 
the trick. 

‘Tne engineer's answer, then, is panels; panels varying in 
size for various uses—but reducing enormously what we 
may call the number of parts going into a house. Such is 
the method. The particular materials chosen are not our 
concern, doubtless offering a considerable range of engi- 
neering choice. The particular house inspected by the 
writer made use of walls of cement and asbestos compressed 
into sheets under hydraulic pressure, with the outside joints 
of the panels closed with aluminum strips. The floor was 
of compressed hardwood panels. Ceiling, inner walls and 
partitions were of the cement and asbestos compound. 


The Last Word in Conveniences 


There is the modern emphasis on insulation, variously 
using compressed vegetable fiber, aluminum foil and a 
mineral based insulation called ““Mycroporite.” The entire 
frame is of steel. The structure is fireproof, sound proof 
and termite proof. It is equipped with electrical refrigera- 
tion, special modern lighting, built-in radio and electric 
clock, efficiently planned, built-in kitchen cupboards of steel: 
complete air conditioning for winter and summer use; and 
with cooking stove and heating furnace of optional types. 
depending on fuel costs in the buyer’s locality. Windows 
are a new type steel casement, operated by crank, each 
fitted with an inside storm sash replaceable by screens in 
Special emphasis has been placed on efficient 


spring. 
utilization of all space. 





were and are high. — 

In summary, we have here 
four chief elements of high 
housing costs—labor, materials, 
financing, taxes. The new 
technique represented by 
Houses, Inc., cuts into three 
of these elements—labor, ma- 
terials, financing. To this 
writer it seems obvious that 
this is more than it is politi- 
cally possible for government 
to do. 

The new method will reduce 
labor costs by greatly reducing 
the man-hours required for a 
given cubic footage of housing. 
It will substitute modern, eco- 
nomical materials for various 
expensive ones, and will elim- 
inate the terrific wastes in 
overhead costs of distribution. anaanamisisail 


are used extensively: 


American Radiator 
General Electric 


Companies Which Should Benefit from 
the Prefabricated House 


In addition to the stimulus which these com- 
panies are already enjoying as a result of the 
Government's renovation and repair program, 
they would be large beneficiaries of prefabri- 
cated house production where their products 


U.S. Gypsum 


And, of course, steel and metal manufacturers. 


The dwelling thus partially 
described consists of five rooms 
The price is $3,800. Other 
models will range up t& 
$9,900. All the buyer need 
do is provide a lot and select 
the house he wishes.* From the 
company’s nearest assembly 
plant, all parts and materials 
will be brought in one huge 
van, together with a trained 
crew of superintendents. To 
as great a degree as possible, 
local labor will be given em- 
ployment; but the schedule 
will call for erection of the 
house in two weeks time, as 
against some three months 
presently required to erect 
even a modest house. 

The buyer. will find 3 days 
—— ———— supply of food in the house. 


Standard Sanitary 
Johns-Manville 





It will convert financing to a 
sound fifteen-year installment basis and at the same time 
insure both the house and the buyer’s life. 

Probably the question of greatest practical interest here 
is: Just how can labor and material costs be lowered? Many 
factors enter into the answer, too many for detailed con- 
sideration in this article; but the most effective short-cut 
can be easily visualized. Picture a small house—a shell of 
four walls, a floor, a ceiling, a roof, partitions dividing the 
interior space into rooms. It is flat ‘areas that we see. 
They can be made of many small pieces—bricks, boards, 
tile, shingles. Or such an area may be plaster spread by 
hand on laths. 
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He can elect to have the com- 
pany supply furnishings, if he chooses; and will have wide 
choice therein. There is no down payment for the house, 
monthly payments for fifteen years covering interest, amor- 
tization, fire insurance and life insurance. 

Houses, Inc., will not manufacture its materials but will 
control certain processes and is free to buy materials from 
any manufacturer able to meet its requirements in quality 
and cost. It is a holding company, a patent pool, privately 
and strongly financed. In ultimate operation it is expected 
to have assembly plants throughout the country at intervals 
of, perhaps, 500 miles, permitting vans from each such 

(Please turn to page 292) 
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Utilities Rise in Their Own 
Defense 


Rights of Investors at 


Stake in Coming Battle 


By Ernest GREENWOOD 


N November 26, Metropolitan newspapers carried 

headlines on the front page such as “Utilities Open 

War on Power Program of Administration” and 
“Edison Institute Threatens Court Attack on Roosevelt 
Projects as Illegal.” 

Hundreds of thousands of investors in public utility se- 
curities who believe that the Fifth Amendment to the Con- 
stitution still means something—that “no person shall be 
deprived of life, liberty or property without due process 
of law; nor shall private property be taken for public use 
without just compensation”—heaved a heavy sigh of relief. 
At last the great electric light and power industry was go- 
ing to fight—had stopped “taking it on the chin” and “turn- 
ing the other cheek.” Aroused over the Administration’s 
announcement that the policy of political oppression in the 
electric industry would not only continue but would be 
greatly expanded, and that in every state in the Union 
communities would follow the example of Tupelo, Miss. 
(the first city to contract for all its power from the Tennes- 
see Valley Authority), the Edison Electric Institute had 
apparently abandoned its policy of dignified silence, taken 
down the old shot gun and was going hunting for the 
would-be destroyers of security values in an industry in 
which close to twelve billion dollars has been invested. 
»,. What. really happened is this: 

Late in October, Thomas N. McCarter, president of the 
Institute and head of the Public Service Corp. of New Jer- 
sey, one of the few remaining “fighting” leaders in the pub- 
lic utility industry, decided to 
take matters in his own hands 
and, without advising his asso- 
ciates in the Institute, wrote a 
letter to Newton D. Baker, 
former Secretary of War, and 
James M. Beck, former Solici- 
tor General. He wanted to 
know whether the program, 
acts and policies of the Ten- 
nessee Valley Authority are 
authorized by the Tennessee 
Valley Authority Act of 1933 
according to its terms; and, if 
so, whether the enactment of 
the Tennessee Valley Author- 
ity Act was within the Con- 
stitutional powers of Congress. 
The three opening paragraphs 
of this letter (dated Octo- 
ber 25, 1934) indicate the 
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James M. Beck 





Counsel for the Utilities—A Conservative and a Liberal 


height to which his indignation has risen. In them he 
says: 

“Administrative acts and policies of the Federal Gov- 
ernment have brought into jeopardy nearly $12,000,000,000 
of actual investment in the electric industry throughout the 
United States. These investments were made in good faith 
by insurance companies, savings banks, other fiduciaries, 
and private citizens, generally with the approval of the 
state governments as to the amounts and type of securities 
issued; and the electric industry has become one of the 
largest taxpayers in the United States. 

“If the wanton destruction which government is now 
inflicting upon these enterprises and investments were con- 
tinued, the volume of employment and payrolls in private 
industry will be greatly lessened, labor will be unsettled and 
displaced, sources of state and local revenues through taxes 
will be destroyed, the rates and service of public utilities 
will be removed from state and local control, and private 
capital will be driven from investment of the public service 
enterprises. If the moneys taken from all taxpayers are to 
be used by the Federal Government, at many points 
throughout the country, to erect duplicate and competing 
plants and facilities and make the taxpayers pay the costs of 
destroying these large existing investments, the widespread 
unsettlement of conditions will prevent private industry 
from making its contributions to national recovery. 

“Such menacing conditions seem to me to call for immedi- 
ate consideration whether the destructive acts of government 
are authorized by existing laws 
and whether such laws are a 
valid exercise of the powers 
delegated by the people to the 
Congress. The Edison Electric 
Institute may well initiate 
such a review of legality.” He 
then asked “that each of you 
render to me, as president of 
the Institute, your opinion and 
advice as to the following mat- 
ters now vitally affecting the 
integrity of investments and 
the continuance of private 
ownership of industry.” 

At a meeting of the Board 
of Trustees of the Edison 
Electric Institute on Novem- 
ber 15, three weeks after Mr. 
McCarter had written his let: 
ter engaging Messrs. Baker 





Newton D. Baker 
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and Beck, he reported to his associates what he had done. 
He convinced them of the necessity of determining, with- 
out delay, the legal rights of the privately owned and 
operated light and power companies and they con- 
curred enthusiastically passing a resolution authorizing 
and empowering the president, or the executive commit- 
tee, of the Institute “to take any necessary steps of co-opera- 
tion in behalf of the early declaration and determination 
of the powers of government and the rights of investors as 
to competitive projects initiated by government, and are 
authorized to employ and consult each counsel, engineers 
and economists, and to take 
such further steps, as in their 
judgment may be necessary or 
proper to bring about a 
prompt adjudication and set- 
tlement of the matters in con- 
troversy.” 

On November 22, Messrs. 
Baker and Beck rendered a 
25,000 word opinion to Mr. 
McCarter. Although Mr. 
Baker may be quite properly 
classed as a liberal, while Mr. 
Beck is just as surely a dis- 
tinct conservative, the two 
were in accord in concluding: 
(1) “The enactment of the 
Tennessee Valley Authority 
Act of 1933 was not within 
the constitutional powers of 
the Congress” and, (2) The 
program, acts and policies of the Tennessee Valley Author- 
ity are not within the terms of the Tennessee Valley 
Authority Act of 1933 “in certain respects” (the most 
important “respects” insofar as the electric light and power 
industry); but that with regard to certain other elements 
“the program, acts and policies of the T V A are in terms 
within the Tennessee Valley Authority Act.” Attention 
is called to the fact that “the Tennessee Valley Authority 
Act of 1933 is not an emergency, temporary or relief mea- 
sure. It is permanent legislation which undertakes to de- 
clare a permanent policy supposed to be within the normal 
constitutional power of Congress.” 

Which brings us up to date as to the first blast directed 
at the Government's electric light and power projects and 
policies by the Edison Electric Institute which represents 
80 per cent of the industry. The question is: “Where do 
we go from here?” 


Dr. A. E. Morgan 
Exponents of Publicly Owned and Operated Utilities 


Supreme Court Precedents 


The largest number of decisions quoted by Messrs. Baker 
and Beck are taken from the decisions of the United States 
Supreme Court itself. Many of them are as recent as 
1933. It would seem as though the present Court would 
have to overlook its own decisions and reverse itself if it 
should come to any conclusions differing from those stated 
in the opinion rendered to Mr. McCarter and the Edison 
Electric Institute. 

However, is the electric industry going to put all its 
eggs in one basket and sit back waiting for the United 
States Supreme Court to declare that the Tennessee Valley 
Authority Act is unconstitutional or that the program and 
policies of the T V A are not in accord with the Act? If so, 
it is laying its bets on a highly speculative gamble. It is al- 
ways a question as to just what view the Supreme Court will 
take of any question until the arguments of both sides are in 
and it has rendered its decision whether it be a unanimous 
decision or one of the famous five to four decisions. And 
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even if the Court decides entirely in favor of the privately 
owned and operated utilities it is well to remember the fact 
that courts do not indefinitely hold to a position at variance 
with the popular will. 

Or will the industry boldly embark on a campaign of 
education as to the true facts in sound power economics 
and the many fallacies in the weird power economics 
adopted by present Administration? Will it endeavor to 
change this “mass impulse” to an impulse to conserve the 
value of operating properties of the people, to conserve the 
value of the securities in which such a large proportion of 
the people have invested their 
savings, to conserve the pocket- 
books of the taxpayers of this 
and many future generations 
and protect them from the 
wanton and profligate waste 
of billions of dollars which at 
best can only result in the 
building up of a great poli- 
tical hierarchy? Within the 
answers to these questions, it 
seems to me, lies the future of 
the electric light and power 
industry. 

In the meantime what is the 
real situation? Just how long 
it will be before the real 
destruction of property and 
further disintegration of se- 
curity values in the utility in- 
dustry will actually begin is 
a matter of conjecture. This is just as true in the Ten- 
nessee Valley which is the immediate battle-ground as 
it is in the territory to be served by Boulder Canyon 
Dam, the Columbia River Development or the proposed 
St. Lawrence River development. In addition, there are a 
good many political, economic and social factors which the 
Government economists guiding the Government's power 
policies have either forgotten or never knew and which 
tend to push the ultimate destruction still further away no 
matter how much of the taxpayers’ money they spend or 
how rapidly they push toward the completion of these 
great projects. 


Frank P. Walsh 


The Industrial Market 


In the first place these Government economists have 
ignored (if they ever knew it) that cheap power and low 
rates do not depend on the development of a market for 
domestic electricity. They depend almost entirely on the 
development of a wholesale industrial market using large 
quantities of production far in excess of any possible domes- 
tic market and using it during the hours when there is but 
little domestic consumption. This means the development 
within the area operated by the Government of large indus- 
trial users and how is the Government going to bring that 
about? 

It is significant that the three big new factories to be 
built in the United States last year were built in Southwest 
Louisiana and Southwest Texas—not in or about the Ten- 
nessee Valley. Why? Because there are a lot of things which 
must be considered beside cheap power—labor, availability 
of raw materials, transportation and markets. In the case 
of these three plants the factors were cheap fuel (natural 
gas), raw materials and the accessibility of ocean transporta- 
tion. Furthermore, if the Government is considering these 
factors and is proposing to campaign to move industries 
from other communities, it is simply robbing Peter to pay 
Paul. Such a campaign is, in fact, being conducted by 
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the T V A and will no doubt be largely intensified. 

Secondly, they seem to have forgotten the psychology 
of the consumer—can they ram government electricity 
down his throat? At the present time the T V A has suc- 
ceeded in the disposing of less than 3 per cent of the total 
output of Muscle Shoals direct to the consumer and the 
output of Muscle Shoals will be only a very small propor- 
tion of the total output when the Norris, Wheeler and 
other dams are completed. At Boulder Canyon Dam, ‘the 
Government will build the power house but will require 
those contracting for power to finance the installation of 
generating machinery sufficient to supply it with current, 
renting the water to them. Many communities which have 
already contracted for power are now asking for a five or 
more years’ moratorium before the contracts go into effect. 
In all probability the total capacity cannot be installed any 
earlier than 1946 and a lot of political events will take place 
in the next 12 years. It is rumored that in Administration 
circles the Columbia River development is being referred 
to in whispers as “Frankie's white elephant.” The St. 
Lawrence River project is still a vague dream with many 
international problems to be settled before it can take 
substance and become a reality. 


Huge Drop in Values 


In spite of these facts public utility security values are 
already being destroyed. These values are but 12 per cent 
of what they were in 1929. Yet the railroads, which are in 
a far worse position than the public utilities, have a security 
value of 19 per cent of their 1929 values while industrials 
have a value of 26 per cent. But the statistical position 
of the electric utilities has been steadily improving. The 
output is rising, revenues are increasing, while expenses 
have stopped going up. Unless they are burdened with a 
lot of new taxes and unfavorable labor legislation net income 
must gradually increase. 

Why this excessive drop in values? It is due entirely to a 
growing psychology of fear. Fear on the part of the banks, 
on the part of the insurance companies, on the part of 
individual investors. Fear which is literally “raising hell” 
with security values. Fear which is promoted by Gov- 
ernment propaganda in connection with Government 
projects and an apparent deliberate attempt to’ discredit 
the whole electric industry in the eyes of the public. 

Nobody knows 
exactly what the Gov- 
ernment will do next. 
It has done all in its 
power to discredit the 
electric light and 
power industry just 
as it is doing all in 
its power to discredit 
many other big  busi- 
nesses. So the results 
of this game of poli- 
tical sabotage are being 
felt far in advance of 
any real reason for 
them. Companies are 
having difficulty in re- 
financing their matur- 
ing obligations. Hun- 
dreds of thousands of 
individual investors in 
public utilities — the 
people who really own 
them—are taking tre- 
mendous losses. While 
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President Roosevelt Inspects Joe Wheeler Dam 


millions of people who have an indirect equity because 
they are the owners of insurance policies, are investors and 
depositors in banks and own securities in a dozen other 
industries are in danger of being affected adversely by the 
Government's power policies. 


Competing with Business 


Take, for example the campaign which T V A is carry- 
ing on to increase electric power consumption in its area. 
Householders are being assisted in buying electrical equip- 
ment of all kinds at absurdly low cost and on absurd terms. 
In this the Government is competing with business. Yet 
the very people who advocate this Government campaign 
are the people who severely criticized the electric industry 
in the past for merchandising equipment. 

Or take the coal industry. What is this vast amount of 
excess power to be generated by the Government and sold 
at any old price going to do to the market for coal, to the 
railroads carrying the coal and to labor working in the 
mines, on the railroads, in thousands of retail coal yards, on 
coal trucks, etc.? There is only one way in which a large 
excess of hydro-electric power can be utilized and that is for 
the making of steam with electric boilers. This development 
has been going on in Canada for the past five years. 

Even more important is the manner in which the T V A 
threatens the gas industry. Gas interests in the T V A 
area are under direct competition by Government elec 
tricity. However, to date, the gas companies have been 
holding their own and some of them have put on bigger 
sales campaigns which have been notably successful—a 
fact not at all pleasing to T V A authorities. 

On the evening of December 10, Frank R. McNinch, 
chairman of the Federal Power Commission, commented 
over the radio upon the fact that the Edison Electric Insti 
tute had engaged Messrs. Baker and Beck to lead, as he put 
it, “the attack upon the constitutionality of the Tennessee 
Valley Authority Act and also, presumably upon the legis- 
lation underlying other Federal power projects.” Mr. 
MeNinch admitted the legal right of such an action but 
questioned “the wisdom of those challenging the combined 
judgment of the Congress and the Chief Executive, directed 
toward economic recovery and the permanent weal of our 
citizenship.” He expressed the hope that “plans for 
obstruction may give way to measures of co-operation” 
and that this “attack 
will be abandoned 
for support of the 
Government’s power 
program” and spoke of 
“calm and_ patriotic 
consideration before 
decision.” He also 
dwelt at some length 
on-what he calls “wide- 
spread and expensive 
propaganda” of the 
public utilities, and 
discussed the findings 
of the Federal Trade 
Commission in its in- 
vestigation. 

This, of course, is 
the old technique of 
attempting to quash 
opposition by patriotic 
appeal. But should 
we swallow everything 

(Please turn to 
page 291) 
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q Will Increased Volume Offset Rising Costs? 
I Three-Cornered Battle in Low-Priced Field 


Waxes Hot. 


~ ‘The Motors for 1935 


By Georce W. Matuis 


GAIN, the automobile 
A industry is about to in- 
4 

troduce new models. 
The prospective purchaser of 
a car, with many years of pre- 
cedent for believing that he 
will get still more for his 
money, is wondering whether 
he is daring to hope for too 
much: the holder of automo- 
bile securities is torn between 
apprehension and optimism on 
the question of whether his 
company can provide the value 
that is demanded by competi- 
tion and. still make money; 
while business as a whole, 
knowing of the part played by 
the automobile, has something 
more than an academic inter- 
est in the whole affair. 

So far as can be seen at this 
early date neither the prospec- 
tive buyer of a car nor busi- 
ness as a whole is going to 
have much about which to 
worry—-the former, because he 
is at least assured of adequate 
value and may well get more 
than this, while business as a 
whole can take heart from the 
thought that there are many valid reasons for supposing that 
total automobile production for 1935 will exceed the not 
unsatisfactory output of 1934. On the other hand, when 
one remembers that automobile company profits are not 
solely the result of car volume—price being an equally im- 
portant factor—and that the competition between manufac- 
turers is waxing keener and keener, the security holders’ un- 
certain state of mind is something easily understood. 

This year it is estimated that automobile production in 
the United States and Canada will go above 2,800,000 units. 
This would be more than 40 per cent above 1933's output 
of 1,985,981: it will, indeed, be the best year since 1930, 
when output reached a total of about 3,500,000 units. Al- 
though the automobile industry is not noted for its conserva- 
tism when it comes to estimating business prospects, present 
guesses as to 1935 production appear to be more than 
usually sane. With dealers ordering freely, sight unseen, 
and with definite indications that the purchasing power 
of the country is on the up trend, the industry curiously is 
estimating 1935 output at no more than 10 or 20 per 
cent above that of 1934. 
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Twenty-four Million Cars Are on the Road 





Not far from 75 per cent of 
the business, of course, will be 
done by the three important 
manufacturers in the low-price 
field—Ford, General Motors 
and Chrysler. On the basis of 
what has occurred so far. Ford 
this year will account for 
about 29 per cent of total au- 
tomobile registrations in the 
country, General Motors’ 
Chevrolet for about 28 per 
cent and Chrysler’s Plymouth 
for about 16 per cent. Is the 
relative standing of these three 
companies likely to show any 
marked change in 1935? 

No one knows, of course, 
the precise answer to this 
question: there is considerably 
less certainty as to what will 
happen to relative positions 
than that the aggregate output 
of the three will increase. But 
there is certain to be a battle 
with each striving to better it- 
self at the expense of the 
others. The fight, however, is 
likely to be waged on a some- 
what different front than the 
fights of the past. The three 
manufacturers instead of being content with keeping prices 
more or less in the background and concentrating upon giv- 
ing a better car for the money are not unlikely to soft-pedal 
the car itself and put the emphasis upon price. 

This appears to be the more likely because of the: rela- 
tively unimportant changes that are being made in 1935- 
models. Not a great deal is known about the new Ford, but 
it will be almost certainly a longer, roomier car with body 
lines tending to more accentuated streamlining. Mechanic- 
ally, it is thought that there will be little change—probably 
minor improvements here and there, but with the old V-8 
engine and transverse springing. The new “Master” Chev- 
rolet will have a “pepped-up” 6-cylinder engine, will prob- 
ably retain “knee-action” and probably will have an all- 
steel body, even as to that part of the roof which is usually 
fabric. The “Standard” Chevrolet, on the other hand, is 
likely to have an engine very similar to the engine in the 
present “Master” series, no “knee-action,” and a body of 
wood and steel as in the present models. In the new Ply- 
mouth, of which pre-views have been held, the front appear- 
ance conforms to the new and popular narrow radiator 
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style, independently- 
sprung front wheels 
have been abandoned 
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flexible leaf springs, a z 
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sway on curves, and 2 4000 
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not yet announced 
prices on its 1935- 
models) as being will- 
ing to meet all price 
competition on exist- 
ing cars, it is not 
thought to be pre- 
pared with a little 
Plymouth to meet 
such competition as 
conceivably could 
arise. It might be 
noted, however, that 
Chrysler’s recently ac- 
quired substantial in- 
terest in Commercial 
Credit, the third larg- 
est company financing 
time-sales, will rem- 
edy one of the com- 
pany’s former com- 
petitive obstacles. 








changed much, al- 
though here again a streamlined effect is somewhat more 
noticeable. 

These are the cars that are to be the center of the fight 
and the darkest horse of them all is the Ford, entirely apart 
from what might be its price. Now, although every year 
there is talk of the Ford company bringing out something 
sensational, this year the talk appears to be based upon a 
more logical foundation than in the past. One might rea- 
son like this: today’s low-price car is a real car in every way. 
It is heavy, comfortable, reliable and very fast. Its general 
performance, indeed, is so fine that there are undoubtedly 
millions of people who would be satisfied with much less. 
Why, therefore, should it not be possible by cutting down 
on performance to provide a satisfactory car for consider- 
ably less money. In other words, as the low-price car has 
steadily got bigger and better the space below into which a 
still lower-price car could be thrust has just as steadily 
widened. 

If this is so, and knowing that Ford is to produce a model 
considerably larger than 
the present one which, it 


While it would be 
a logical development in many ways, it should be recog- 
nized clearly that the possibility of the fight in the low- 
price field being transferred to another plane is, after 
all, no more than a possibility. The fight could still stay 
at approximately the present price level and be waged 
nonetheless fiercely for it. And this actually may well 
be the case. At the present time, the others are waiting 
with the greatest impatience to see what price Ford is 
going to ask. The Plymouth is in production and is 
being shown to dealers with the significant statement 
that: “Mr. Chrysler for very good and sufficient rea- 
sons has decided not to announce prices as yet.” As- 
sembly of the “Master” Chevrolet has been put further 
and further back, so that it may well be late January or 
even February before these begin to come off the line in 
any quantity. On the other hand, “Standard” Chevro- 
lets are currently being produced in considerable quan- 
tity, although here again public announcement is being 
delayed, through fear lest Ford provide a sensation. 
There seems to be a 
general conviction that 




















is said, will compete with | oe eae | next year is to be a Ford 
cars not now considered Stocks of Leading Automobile | year. Whether this is to 
in the low-price field, it Manufacturers | be so or not, no one 
is at least credible that . - | really knows, but the fact 
. 2 -—— Earned n-r Share-———. | ; ; 
Ford ‘is contemplating . Ist 9 Mos. ist@Mos. Recont Divi. | remains that Ford has his 
bringing out a car which — : - Pit i: _ | competitors worried at 
_ ° . eer ye e 2 6404 . 
will deliver in most cen- oe ral ‘ a 4 oe shes a ven | the moment. It is feared 
ters for $500. It would | npr Acari | that he will offer this 
+ General Motors... 1.73 1.99 1.73 31 1.00* | 4 . i 
not matter a bit whether | new and bigger car. at 
eed » Graham-Paige.... Nom. Nom. Nom. 2 ne | ad - 
such a car had an 8-cylin- | | prices even lower than 
de : | ae def def def 11 he ey 
er motor or a 4-cylinder ee: vi Pi “es % the present model. No 
eroy Prt Tet e e) 2: osm 
motor—some talk says | a | one knows, of course, 
| EE eer def a def b def b 17 1.00 | 
one and some the other exactly how he could do 
: aia ks wakes 0.01 def def 4 | : F 
—it would be a sensa- » ie 08 ts a | this, for automobile pro- 
. | _ Ser eer Sry oe e e) 2. | . 
tional development that duction costs are up 
: Studebaker....... def def def 2 | 
would put the competi- ‘ ; | sharply. Wages are up; 
. RR a—yYear to Nov. 30. b—9 months to Aug. 31. ~ *—Extra paid, or pay- . : 
tion between the Big able, since Jan. 1, 1934. | materials are up; taxes 
Three” on an entirely | are up; administrative 
different basis. expense is up; to say 


Chevrolet could meet 
the situation fairly well: its “Master” model could be 
stacked against the larger Ford, while the “Standard” model, 
even though the business was not particularly profitable, 
probably could be revised to give the cheaper Ford a run for 
its money. But how would the Plymouth fare? While the 
Chrysler organization is on record (and for this reason has 


260 


nothing of the varied ex- 
pense items that are either the direct or indirect result of 
NRA. Both General Motors and Chrysler in their recent 
reports show clearly the effect of increased expense—the 
latter particularly. For example, Chrysler's operating 
profit in the third quarter of this year was 45 per cent less 
than in the third quarter of 1933, while volume of sales 
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dropped only 8 per cent. In view of this situation, it is no 
wonder that his competitors break out into a cold sweat by 
merely contemplating a possible reduction in Ford’s selling 
price. 

Even if present prices are maintained, General Motors 
and Chrysler are going to find it difficult to give the greater 
values that will be demanded, and still make money for 
their stockholders. Ford, of course, is in the enviable posi- 
tion of having no stockholders to which he must account 
and this, coupled with several hundred million dollars in 
cash and what appears to be a determination to recapture 
his predominant position, is enough to give pause to any 
competitor. Frankly, it looks as if Ford were going to fix 
automobile profits next year—and fix them not too high— 
and there is nothing very much that competitors can do 
about it. 

As for other low-price manufacturers, it seems as if they 
were in for a hard time. While Hudson has sold more 
Terraplanes than last year, the company’s small percentage 
of the total automobile business became still smaller. Nash's 
Lafayette, despite heavy expenditures for development and 
advertising, has not got very far as yet, although it is only 
fair to point out that one can hardly judge a new car on 
the basis of a single year. Hudson lost more than $1,500,000 
during the first nine months of this year, while Nash’s an- 
nual report for the year ended November 30, which will be 
published shortly, will reveal the largest loss in the com- 
pany’s history. Nash, of course, is a rich company—very 
rich—but one needs to be in this position to push a low-price 
car into a field dominated by such aggressive leaders as 
Ford, Chevrolet and Plymouth. 


The Higher Price Field 


Outside of what is commonly known as the low-price 
field, competition via price has long been in evidence. As a 
matter of fact, the manner in which the upper brackets are 
pushing down on the lowest affords supporting evidence 
that the comparative rigidity of the latter cannot be main- 
tained for ever. General Motors, for example, in addition 
to the two Chevrolets has a Pontiac six and eight, an Olds- 
mobile six and eight and a Buick all selling for less than 
$1,000. Auburn, Hupmobile, Graham, Studebaker, Nash, 
Chrysler and others also have models in this range. In- 
deed, the medium-price field, which really is so little above 
the low-price field obviously is becoming over-crowded. It 
is a reasonable expectation that some of the smaller compa- 
nies will disappear either by bankruptcy or absorption and 
that some of the makes turned out by the stronger com- 
panies will go the way of General Motors’ Marquette. 

Considerable space could be devoted to the outlook for 
the larger cars, to prospective competitive conditions, to the 
new and lower-priced Packard that will be introduced 
shortly, to the possibility of Ford bringing out a “baby” 
Lincoln that would compete with cars in the range of the 
larger Buick. It has become so completely clear that the 
future of the automobile industry lies at a lower price level, 
however, that so far as the industry as a whole is concerned 


anything else is of minor importance. There will, of course, 
always be a market for high and medium-priced cars and 
certain astute manufacturers whose product appeals to the 
public will make money. But this does not alter the fact 
that what happens here corresponds to a skirmish: the real 
battle rages, and will be decided, on the Ford-Chevrolet- 
Plymouth front. 


Outlook for Stockholders 


When is comes to the question of how stockholders—or 
rather stockholders in General Motors and Chrysler, for 
no one need worry about the family owning the other com- 
pany—are to fare in this battle, one again runs squarely up 
against that matter of price. Is Ford with his enlarged 
manufacturing facilities, his new steel plant, and the need to 
keep them occupied, going to set a price which will permit 
the others a fair share of the market and reasonable profits, 
or is he going to precipitate a price war by which no one 
but the buyer of a car will benefit? And to this question 
no definite answer can be given. It does not seem likely, 
however, that Ford will bear down too heavily, for General 
Motors’ resources match his own, while Chrysler is no com- 
pany to take over-lightly. In actuality, Ford probably will 
content himself with keeping profit-margins quite low, albeit 
not extinguished, and in this case the increase in total pro- 
duction which is expected for 1935 ought at least to allow 
the others to make as much money next year as was made 
this. 

For the first nine months of this year, General Motors 
reported earnings equivalent to $1.99 on each share of its 
outstanding common stock. For the same period Chrysler 
reported earnings equivalent to $2.17 a share. Usually, 
in the automobile industry earnings in the first three quar- 
ters of the year closely approximate those reported for 
the full year. Indeed, the full year’s earnings are not in- 
frequently somewhat lower than those reported for the 
first nine months. This is because the fourth quarter is 
a poor time seasonally for sales and because it is at this 
time that the companies have all the expense of changing 
over to the new models. Not only have they to do a cer- 
tain amount of retooling, but there are all kinds of aggra- 
vating and expensive delays before cars begin to flow 
smoothly from the spout of the assembly line. 


Significant Activity 


This year, however, while undoubtedly there will be 
the usual obstacles, it seems that sales in the seasonally dull 
period are holding up unexpectedly well. For example, 
General Motors sold to consumers during November 62,752 
cars, compared with 35,417 in November, 1933. Such a 
great difference leads one to believe that perhaps this year 
the fourth quarter will yield a little profit. But even if it 
does, it will only bring General Motors’ per share earnings 
a few cents above $2 a share and a corresponding difference 
in the $2.17 a share reported by Chrysler for the first nine 
months. (Please turn to page 298) 
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Your Money and Mine 


A Reply to Robert H. Hemphill 


By Wa tter E. Spaur 


Professor of Economics, New York University 





N the October 27 and 
November 10 issues of 
THE MaGaziNnE oF WALL The 

STREET Mr. Robert H. Hemp- 
hill set forth what he consid 
ers to be the heart of the 
money and banking issues, and 
the proper solution which he 
thinks will be considered and 
should be adopted. 


series 


Stated briefly, the chief é . 
contentions found in the ers, legislators and investors. 
Hemphill monetary theories 


are that “the total volume of 
money available controls the 
maximum exchange of goods 
and services of the nation— 
the progress of our nation”; 
that “the total 
money in circulation must 
necessarily determine the maxi- 
mum wages, salary or income 


vene. 


of two articles on 
Changes in Money and Banking, by Robert 
H. Hemphill, which appeared in the issues of 
October 27 and November 10 have attracted 
widespread interest and given rise to consid- 


erable controversy among business men, bank- 


fore glad to present an article which repre- 
sents views diametrically opposed to those of 
Mr. Hemphill, by one equally qualified to dis- 
cuss the subject, for it will be in the forefront 


volume of during the session of Congress about to con- 


available. This would compe! 
him to afirm that Germany's 
progress was greatest when her 
inflation was greatest, although 
most people would know that 
at that time she had long since 
ceased to progress and that the 
majority of her people had 
sunk to a very low level of 
poverty and distress. 

When Mr. Hemphill says 
that the total volume of money 
in circulation must neces- 
sarily determine the maximum 
wages, salary or income which 
an individual may obtain, he 
again confuses money wages 
with real wages—that is the 
amount of goods and services 
which money wages will pur- 
chase. And again he must 
be asked whether the large 


Coming 


We are there- 





which each individual may 
obtain”; and that the velocity 
of money does not decline when a couatry goes from 
prosperity to depression, but “is an unchangeable element 
integrated with the functioning of our industrial and com- 
mercial system.” He insists that since 1928 there has been a 
progressive contraction of deposit currency, causing a parallel 
cessation of the creation and exchange of wealth and that 
today “we are creating and exchanging the maximum of 
goods and services which is possible with our present dimin- 
ished supply of money.” 


“Available” Money 


Stated in the simplest, but in accurate, terms, Mr. Hemp- 
hill’s unvarnished conclusions are that a scarcity of money 
caused the business collapse and that we need more money 
in order to recover. A detailed analysis of the arguments 
and reasoning employed by him in support of his conten- 
tion will show that they are in the main a collection of 
fallacies, imaginings, and confusions in thought. The total 
volume of money available does not control the maximum 
of exchange of goods and services of the nation. Mr. 
Hemphill confuses the amount of money available with the 
amount of currency (money and deposits subject to check) 
in circulation, and it is the latter multiplied by its velocity 
or rate of turnover which affects prices. But above all, 
he confuses the amount of currency used with wealth. 
One may ask Mr. Hemphill if he supposes that the ex- 
changes of goods and services in Germany increased pro- 
portionately as the total volume of money increased during 
the period of her currency inflation? He says the progress 
of a nation is determined by the total volume of money 
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amount of currency in Ger- 
many meant high real wages, 
salaries and income, or poverty and distress? 

He says the velocity of money does not decline when a 
country goes from prosperity to a depression and that 
velocity does not and cannot change. Mr. Hemphill is 
just.as wrong as a person could possibly be in this state- 
ment. He should consult the data published by the Fed- 
eral Reserve Board and the various studies of Carl Snyder 
and W. Randolph Burgess of the Federal Reserve Bank of 
New York. From the Federal Reserve Bulletin for Janu 
ary, 1933, he will learn that, as the volume of business 
declined from 1929 on through 1932, “the decrease in 
the rate of turnover of deposits has been much larger than 
the decrease in the total volume of deposits.” (Loc. cit., 
p. 5). In 1929 the velocity of deposits reached a rate of 
45 times per annum for reporting member banks in 141 
leading cities; by the latter part of 1930 it had declined 
to 26 times per year; and by the last quarter of 1932 it 
had fallen to 16 times per year. Deposits show no such 
decline. 


Velocity Cannot Be Ignored 


Mr. Hemphill says each dollar in active circulation repre- 
sents $3 annual purchasing power because money makes 
three complete cycles per annum. The concept of the 
number of times per year a dollar will flow from a con 
sumer back to a consumer is something one may think 
about, but there are no data known by which any facts 
can be derived. For this reason monetary authorities have 
thrown over the entire question as hopeless of solution. 
Consequently Mr. Hemphill’s “three times per year money 
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cycle” is pure guess work and utterly meaningless. 

Mr. Hemphill says that “if any of this money is taken 
out of circulation an equal amount of goods stops instantly 
at the point the money goes out of circulation.” This 
statement is untrue for the reason that an increase in 
velocity of other money may more than close the gap. 
Money exports are often followed by rising prices. 


Does More Money Move More Goods? 


His statement that if additional money is put into circu- 
lation there will be an increase in the exchange of goods 
and services up to the limit of our producing capacity is 
not only false but obviously absurd. Could Mr. Hemphill 
suppose for a moment that Germany’s exchange of goods 
and services increased in any such manner as she inflated 
her currency to extreme limits? Our Federal Reserve banks 
put over a billion dollars of currency in circulation in 1932 
through open market purchases of bills and securities, and 
surely there was no increase in the exchange of our goods 
ind services up to the limit of our producing capacity. 

‘Every dollar will add,” he says, “three dollars to our 
national income.” There is no known causal relationship 
between the amount of currency in circulation and the 
national income. If our Federal Reserve banks, through 
purchases in the open market, put more currency in cir- 
culation, the sellers of the securities merely shifted their 
claims to wealth to the government for some medium of 
exchange which is a claim upon other wealth. Currency 
is a medium of exchange and has no such relation to 
national income as Mr. Hemphill suggests. His three 
dollars are a mere figment 


payments include not only those made on account of salaries, 
wages, services, profits, and other items of net income, but 
also payments made at each stage in the manufacture and 
merchandising of commodities, as well as payments in- 
volved in all other money transactions, such as the transfer 
of securities and the purchase of real estate. Between 1929 
and 1932 the total decrease in debits to individual accounts 
may be estimated at more than 700 billion dollars or 70 
per cent....” The actual difference proved to be some- 
thing over 600 billions (Annual Report of the Federal 
Reserve Board for 1932, p. 150). — Finally, all experi- 
enced economists know that the figures on national income 
are but crude estimates and can not be defended as any- 
thing else. The author’s figures for money in circulation, 
even as he has defined it, and assuming the accuracy of 
his figures, presumably are the monthly averages for the 
year, and to relate the monthly average of net demand 
deposits plus money in actual circulation to an estimate 
of annual national income has no meaning. 


Money Supply and Business Activity 


The last mentioned contention of Mr. Hemphill that 
since 1928 there has been a progressive contraction of 
deposit currency and a parallel cessation of the creation 
and exchange of wealth and that today “we are creating 
and exchanging the maximum of goods and services which 
is possible with our present diminished supply of money”, 
must be challenged not only on the ground that he should 
have related total currency circulation (as measured by 
debits to individual accounts) to his indexes of productive 

activity (how does he mea- 





of the imagination. Pecu 
liarly enough he presents 


sure the creation and ex- 
change of wealth?), but 


the tollowing figures which 
he assumes proves his 
point: 

1929, money in actual 
circulation, 27 _ billions: 
1932, money in actual cir 
culation, 16 billions; 1929, 
national income, 81 bil- 
lions; 1932, national in 
come, 48 billions. 

It is not even necessary 
for one to challenge these 
figures for the reason tha: 
prices of goods are deter- 
mined not by the relation 
between the supply of 
money and credit and the 
amount of goods and serv- 
ices sold, but by the sup- 
ply of money and credit 
multiplied by their veloci- 


“There is no known principle in economics justi- 
fying an attempt to raise the price level by any arti- 
ficial means, much less by increasing the currency 
supply, regardless of purpose. And there is nothing 
known in economics which would support the com- 
mon contention that we should return to the price 
level of 1926 as the ideal. 


known to human beings is the one which prevails 


The only ideal price level 


when a country reaches a state of economic equilib- 
rium; and after a country passes through a depres- 
sion there is no human being who has any means of 
knowing when or at what level the next equilibrium 
will be attained. After each of our major depres- 
sions we have always returned to an equilibrium 


price level differing from the preceding one.” 


above all on the ground 
that he assumes a causal 
relationship between the 
currency supply (whether 
considered as actual sup- 
ply, omitting velocity, or 
as debits) and business ac 
tivity which does not exist. 
Indeed, all the principal 
arguments and points in 
his analysis are unsound. 
The crux of current 
monetary issue lies in the 
general failure of people— 
and, unfortunately, many 
in official circles—to dis- 
tinguish a rise in prices 
which accompanies a sound 
recovery in business from 
a rise in prices which re- 
sults from currency infla- 





ties as compared with the 
volume of goods and serv- 


tion. 
In these two kinds of 





ices sold. Our best known 

measure of total expenditures is debits to individual ac- 
counts—that is, the volume of checks drawn against 
deposits. Debits divided by average deposits for any given 
period will give the velocity of deposits for that period. 
Let us see, for example, what the Federal Reserve Board 
has to say on this point in its Federal Reserve Bulletin for 
January, 1933, pp. 3-4: “Decline in the volume of business 
payments of all kinds may be measured roughly by the 
decrease in the total amounts charged by banks to the 
accounts of their depositors, representing chiefly transfers 
by check. The total volume of money payments during a 
year exceeds many times the national income, for these 
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rising prices the causal 
factors are different, the reactions of people to them are 
different, and the results are different. 

When the price level rises as an accompaniment of a 
sound recovery in business the causal factor is the increased 
activity of the producers, particularly those in the durable 
or capital goods industries. Shall we say, natural business 
recovery has a sequence of events as follows: (1) The 
initial impetus in such a recovery comes from producers 
with inventories and costs reduced sufficiently to enable 
them to resume operations at a profit. These inventories 
are reduced or exhausted as a consequence of the persistent, 

(Please turn to page 294) 
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gq Unexpected Results of Many Politically 
Inspired Expedients All Over the World, 
Throw New Light on Economic Planning 


“The Best Laid Schemes o’ 
Mice and Men” 


By C. S. Burton 





VERY period of world 

stress brings into prom- 

inence a type of mind 
that cherishes the profound, 
unshakable belief that human 
affairs can be improved and re- 
arranged by edict, ukase and 
decree, to be backed sometimes 
by force of argument, some- 
times by force of arms. 

It is dificult to comprehend 
the naiveté of the mentality 
that has an impenetrable blind 
spot for the lessons of history, 
for current attempts and dis- 


to correct? 


Planned economy—has it worked in: Italy, 
Germany, Russia, France, Brazil or in the 
United States or anywhere? 

Has it worked in controlling the price of: 
sugar, rubber, cotton, wheat, copper, tin, or in 
any commodity without bringing consequences 
more undesirable than the price level it sought 


achieved through lapse of time 
can Woodrow Wilson’s place 
in history be anything but a 
theme for argument. The 
point which we would stress 
here is that time has proved 
the greatest experiment in 
world readjustment known to 
all history to be a failure and 
worse, through unexpected, 
unforeseen and unforeseeable 
but (viewed by hindsight) in- 
evitable consequences. 

The treaty of Versailles 
and the new map of Europe is 





astrous experiences. 

One more than half suspects that some of the great 
examples whose endeavors, triumphs or defeats require long 
chapters in history must have had some sort of belief that 
they were led on by some inspiration, that they were the 
instruments to fulfill some divine mission. , 

Human life is so ephemeral. He who would persist in 
the thought that future generations will heed the codifi- 
cation of the rules of human conduct must have little or 
no insight into the workings of the human mind, nor any 
adequate realization of the confusions that may ensue. The 
old saying that “It is the unexpected that happens” seems 
to follow all planners by a sort of instinct, a jinx so to 
speak. In addition, new generations arrive just as full of 
plans as those who have gone before and, unfortunately, 
just as full of faith in their workability. 

There have been occasions in history when world acclaim 
has perhaps seemed to give the thought of the planners more 
or less of a solid footing for a time, but they have inevitably 
been overtaken sooner or later by the force of perhaps 
unrecognized realities. 

History portrays no more pathetic figure than that of 
Woodrow Wilson. The war-torn world turned to him as 
to a savior. Great as were his powers of mind, he allowed 
himself to believe that an order could be mapped in which 
a future world could and would be content and happy to 
live. 

The descent from this exalted plane to the everyday 
dog-eat-dog world where you do unto your neighbor as 
he would do unto you, and try your best to do it first, 
broke a great man’s heart. His work, partly done, the map 
of Europe remade, the peace broke out very soon thereafter 
and has raged through all the years since. 

Not until a much longer perspective shall have been 
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the Pandora’s box of all time, 
and certainly the greatest effort known to history by way 
of an attempted world-wide settlement of human affairs. 
The story of the great tragedy must be the work of some 
interpreter of history a century hence, the tragedy of the 
man and the tragedy of the world he tried to remap and 
remake. 

Woodrow Wilson could not have envisaged the Hun- 
garian peasant driven from lifelong homes in Jugoslavia. 
The Polish Corridor, contrived as the solution of a perplex: 
ing situation, creates a new Baltic port. Gdynia may he 
certainly classed as an unexpected consequence of a plan 
that was meant to do much for the age-old Free City of 
Danzig, not to isolate it. 

It is typical of this type of mind too, to be like some 
children at play, to desire to do everything, to play all the 
parts upon the stage, like the old chap in Bab’s Ballads 
who sang, “I am the cook and the captain bold.” Il Duce 
hands to himself all the portfolios of the cabinet, “L’etat, 
c'est moi’ or as The Kingfish would say, “I’m It.” It is, 
happily, apparent that economic planning is a sort of a one 
man job. When planners cannot agree everyday folk 
have more of a chance to mind their own business. 

To seek a parallel one goes back in history to the shining, 
more than half mythical, example of Lycurgus, whose 
regimen is said by Plutarch to have survived for five hun- 
dred years without change. Perhaps one may accept this 
instance as history’s one exception to prove the rule that 
planning always upsets itself by the unexpected. 

There is but one work of human policy which might 
be compared in the way of longevity with the domain over 
which the spirit of Lycurgus is said to have ruled so long— 
the Roman Catholic Church. What Macaulay wrote by 
way of a book review in 1840 might be written today under 
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a new date line, although London Bridge has as yet no 
broken arches and St. Paul’s offers no view of ruins for 
the artist’s sketchbook. 


Can Prosperity Be Charted? 


To take a long hop from history of most uncertain rela- 
tion of events and chronology to the present we have 
before us as we write, a little pamphlet-leaflet-—*A Charted 
Course to Stable Prosperity,” the work of our Secretary 
of Agriculture. 

Now Secretary Wallace is candid and of an honest 
mind; but one wonders that anyone could in all sincerity 
believe themselves capable of laying a “charted course to 
stable prosperity.” 

The Secretary planned for crop production control in a 
rigid and drastic manner and getting support for his plans 
carried them through with the idea of doing away with 
agricultural surpluses. Nature stepped in—and how! Was 
the work of planning completed? The end sought was 
accomplished, but the business of planning apparently just 
begun. A shining but wholly unselfconscious example of 
Little Orvie, “Watch me! See what I do.” 

Now, no one questions the utter good faith of the Secre- 
tary. He just happens to be one of those who feels that 
human affairs can be rearranged and by some queer kink 
of mind has the hardihood to undertake to do it. Of 
course, there is no sense of hardihood in the Secretary’s 
mind. He truly believes that those who hold contrary 
opinions and think the world can get along without each 
farm being blue printed “are advocates of chaos.” We do 
not like the idea of chaos perhaps any better than most, 
but we simply do not believe, we should say cannot believe, 
although we would like above all things to do so, that 
any man or group of men can “chart a course to stable 
prosperity.” It strikes us as a most unfilial reflection upon 
our forebears to hold that the world had to muddle along 
until the depression and the drought to find a planner who 
knows the way to stable prosperity. If it could be done 
what a glorious thing it would be and we emphatically 
maintain it would have been done long ago had it been 
possible. We must give Grandpap some credit, if we are 
to acknowledge our ancestry. 

One thinks of a man with a builder's instinct, undertak- 
ing to rebuild a house with the same materials contained in 
the old one, provision 
to be made for like 
accommodations; 
presently he stops to 
survey the job and is 
astounded to find that 
as necessary altera- 
tions are made it 
comes to look more 
and more like the old 
one. By way of ex- 
ample, the Federal 
Farm Board passed 
away amid general 
execration, but our 
Administration turns 
about and takes on 
one-fourth of all the 
American cotton in 
the world upward of 
5,000,000 bales held 
in one way and an- 
other. We knew a 
printer who was in- 
tent upon warning a 
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We Have Successfully Raised Cotton Prices But at the Cos 
Export Market 





new helper of the danger of a power paper cutter. Illus 
trating how easily one’s hand could be caught, he cut off 
two of his own fingers. : 

To the planners, it seems that always the necessity for 
compulsion is one of the things unexpected. One cannot 
believe that when it was first proposed that cotton acreage 
should be voluntarily reduced, it was foreseen that it would 
become a criminal act under any set of circumstances to 
sell an unpledged bale of cotton that one had planted, 
chopped and picked, the result of one’s own labor. 

Our government becomes the world’s greatest speculator 
in cotton; and in addition has invited the extinction of its 
foreign markets. We are like Brazil, busily looking for 
something to take the place of the coffee market she un- 
expectedly lost to Colombia when she started to control 
prices by destroying her crops. 

The poor cotton planter has formed the habit of meeting 
Santa Claus, not half way up the chimney, but “out on 
the lawn” or part way down the road; he believes the 
emergency continues. This is where a planner would 
come in handy, if he knows how to get that cotton into 
foreign trade channels. 


France Gets a Surprise 


The Agricultural Department of France determined to 
protect its farmers. A tariff equivalent to $1.75 a bushel 
piled up so much wheat in government granaries under a 
loan arrangement that France in the recent Wheat Confer- 
ence demanded an export quota of 75,000,000 bushels, 
enough to throw the world trade in wheat entirely out of 
balance. We can grow better wheat than France. We 
would like to buy her wines and pay for them in wheat 
and cotton. Instead the planners have effected a stalemate. 

When the British Government approved the Stevenson 
plan for the control of the price and production of crude 
rubber, who expected that the half-naked Javanese and 
Bornese boys would take to the jungles and become so adept 
in the production of crude rubber as to force the abandon- 
ment of a plan that so had all the weight of the British 
Government behind it and which had forced the price up 
to a highly profitable level for the grower? Under the 
stimulus of high price, it took only six years for the jinx to 
overtake the Stevenson plan. 

Who among the planners of the dry era foresaw or could 
have foreseen organ- 
ized crime enriched 
and flourishing, arm 
in arm with politics, 
corrupted by easy 
money and lots of it? 

The Blue Eagle was 
to provide purchasing 
power. Here conse- 
quences might well 
have been foreseen. It 
was not without pre- 
cedent that costs rose 
faster than wages. 
During the hectic 
years of the war when 
shipyard riveters 
sported silk shirts at 
$15 per shirt, retail 
prices went up faster 
than wages, in spite 
of all efforts to the 
contrary. 

(Please turn to 

page 294) 
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HE MacazineE oF WALL StreEET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. _ 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
















































































e 
Railroads 
Total Amount Fixed Charges 
funded of this times earnedt Price 
Company debt issue —— A — A Yield to COMMENT 
(mil’ns) (mil’ns) 1982 1933 Callt Recent Maturity 
Denver & Rio Grande Western R. R. 
met. & imp. “5” Ge, TOUS... 2.200000 120 26 5 6 102%* 22 ... October, 1934, interest deferred. K 
lo SRS ieee 120 30 .6 6 105 11 ... Default Feb., 1934, int. on bonds not agreeing 
i to deferment plan. — 
Rio Grande Western Ry. ist 4s, 7.1.39... 120 15 5 -6 NC 84 an uly, 1934, interest paid. 
Denver & Rio Grande Ist 4s,1.1.36...... 120 42 .5 .6 NC 35 bei uly, 1934, interest paid. 
Rio Grande Western Ry. ist Cons. 4s,1949. 120 16 5 .6 100 43 ‘ae October, 1934, interest deferred. 
Erie R. R. 
Cons. Prior Lien 4s, 1996................ 288 35 8 1.0 NC 4.1 Better grade investment bond. 
*Cons. General 4s, 1996.................. 288 84 8 1.0 NC 77 5.3 unior to issue above. ’ 
50-yr. conv. “B” 4s, 1953................ 288 28 8 1.0 NC 76 6.2 ‘unior to two issues above. Conversion 
privilege expired. 
A SS eee 288 134 .8 1.0 105° 71 7.2 unior to three issues above. 
Chicago & Erie ist 5s, 1982.............. 288 12 8 1.0 NC 110 4.5 etter grade. 
Great Northern Ry. , 
SL Oe, RM BEE, AOE)... 6. oscccsess 351 72 3 -8 10541 97 4.4 Good grade. Prior liens are substantial. 
SI WOM cece ccascessccens 351 223 2 8 Cc 90 7.8§ ae ‘al issue above. Maturity may prove 
_ Eastern Ry. Minn. Nor. Div. ist 4s, 48... 3651 10 8 8 105 100 4.0 silivene is valuable. High grade. 
Montana Central 1st 6s, 7.1.37.......... 351 10 38 8 NC 100 6.0 Good grade issue. 
St. Paul, Minn. & Man. Cons. (now 1st) 
- kk | Saree ere 351 41 Bj 8 102%* 106 4.2 
do. Montana Ext. ist 4s, 6.1.37........ 351 22 - 8 NC 102 3.2 < All are high grade bonds. 
do. Pacific Ext. 1st stg. 4s,1940........ 351 £6 at .8 NC 100 4.0 
Louisville & Nashville R. R. 
NN ee wala ans'e 226 70 8 1.2 NC 104 $3.1 Nowa high grade bond. 
BOE Gs Meer, OS” BPE, BOOB. oo so ccicccwces 226 58 8 1.2 105 ’39 98 4.6 Junior to issue above. 
10-yr. Secured 5s, 1941.................. 226 10 8 1.2 103 ’36* .... . Collateral is valuable. Better grade. 
Atlanta, Knox. & Cin. Div. 4s, 55. ....... 226 25 8 1.2 NC 104 3.7 High grade. 5 
Carolina, Clin. & Ohio ist 5s, 6.1.38...... 25 14 4 Bj 110 106 3.2 Road leased toL.& N. High grade. 
Northern Pacific Ry. 
**Prior Lien & Land Grant 4s, 1997........ 810 106 a 1.0 NC 101 4.0 High grade. 
EN SS aaa 310 54 9 1.0 NC 72 4.2 unior to issue above. 
le MC ROD. Ee” OR, BOE oon ccicccccccceee 310 145 9 1.0 110 ’36* 100 6.0 ‘unior to two issues above. 
Union Pacific R. R. 
OS Pree 348 100 2.4 NC 108 8.2 An investment of the highest grade. 
ist Lien & Ref. 4s, 2008................. 348 86 2.4 107% 104 3.8 Junior to issue above, but still strong. 
Eee 348 27 2.4 102\%* 104 4.3 tae by mortgage, but_both are good 
GT sas a d'b nb suena cess s0e he 348 20 2.4 100 100 4.0 quality investments. 
**Oregon Short Line ist 5s, 1946........... oe 29 see NC 113 3.7 Of the highest grade. 
Oregon-Washington R. R. & Navigation ist 
3) eer 95 72 def 45 105 101 3.9 U.P. guarantees. 
Oregon R. R. & Navig. Cons. 4s, °46...... 95 23 def m | NC 106 3.4 Prior in lien to issue above. 
St. Paul Un. Depot ist & Ref. “A” 5s,1972... 15 15 110 °42* 113 4.3 Guarantors include the Northern Pacific, Gt. 
Northern and the Burlington. 
e eye, 
Public Utilities 
Am. Gas & Electric Deb. 5s, 2028........... 194 50 1.9 106* 92 5.4 Among the best of holding company issues. 
Cons. Gas, El. Lt. & Pwr. of Baltimore 
ee OS ae 15 3.1 2.9 NC 100 4.5 Will be paid off. 
Jie oe 64 40 3.1 2.9 105* 107 3.7 Junior to issue above, but still high grade. 
Safe Harbor Water Pr. ist 444s,1979..... 21 21 piles ‘ane 105* 107 4.2 Cons. gas guarantees. Strong bond. 
Detroit City Gas 1st “B’”’ 5s, 1950........... 31 31 2.1 1.8 105* 89 6.1 Reasonably strong. 
Illinois Bell Tel. ist & Ref. 5s,1956......... 49 49 4.2 4.5 105* 110 4.3 High grade investment. 
Koppers Gas & Coke Deb. 54s, 1950....... 51 38 1.9 2:9 103% 103 5.2 Good bond. 
Nevada-Cal. El. ist Tr. 5s, 1956............ $1 28 RY 1.3 102%* 69 8.0 Represents large proportion of total debt. 
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- e oye,? e 
Public Utilities (Continued) 
Total Amount Fixed Charges 
— of this times earnedt Price 
Company ebt issue oo a Yield to COMMENT 
(ates) (mil’ns) 1932 1933 Callt Recent Maturity 
** New England Tel. & Tel. ist “B” 4s * 88 75 2.5 2.3 100 ’53 112 8.8 High grade investment issue. 
North Amer. Lt. & Pr. Deb. “A” 54s, 5 193 18 1.0 def 102\%* 48 11.4§ None too strong holding co. obligation. 
— Vy ae Electric Co. 
en e eee ee ree 297 96 2.2 2.0 105* 107 4.0 Entitled to a high grade rating. 
ist & Ref. pe 4% “Serer 297 170 2.2 2 , ‘ . 
**California Gos a octric Unit’ & Bei: be, 0 105 101 4.4 Junior to issue above, but stilt a strong bond 
PR TEPN as acer evils bbs celeb asset 297 9 $:3 2.0 110 108 6 High grade. 
7 & ee Power 
st ene swe mains Ciauaeo Glee 297 11 2.2 2.0 110 102 4.8 Pac. Gas guarantees int. Good grade. 
nd “B” | ear 297 8 2.2 2.0 105 ‘ae ... Junior to issue above, but with same guar- 
antee as to interest. 
San oe age Light & Power Unif. & Ref. 
pt A, eae ae 34 32 1.6 1.6 10334 * "96 5.3 Good grade. 
Great Weseon Power 1st 5s, 1946........ 20 18 1.8 1.8 106 107 4.3 Better grade. 
Public Service Corp. of N. J. 
*Perpetual 6% Certificates................ 203 19 3.0 3.0 NC 118 5.1§ “ee by © ge stock of subsidiaries. 
und 
Public Service Electric & Gas Co. ist & Ref. ‘iia 
I as 29 als foe Basin MgsaeB iors etacd > 0's 114 91 3.8 3.7 104144* 108 4.1 grade. 
*kUnited Electric Co. of N. J. ist 4s, 49 . 114 18 3.8 3.7 NC 108 3.3 Senior to issue above. Of the highest grade. 
Hudson County Gas ist 5s, 1949....... ile 11 pints guste NC 115 3.7 Very strong bond. 
South Jersey G., El. & Trac. 1st Ss,°08.. 2 .. 13 aah wae NC ee eee Better grade. 
Shawinigan Water & Power ist & Coll. “A” 
NS, oso oP OOD SOOT ee ete Fae 89 89 1.6 1.4 103* 96 4.7 Good grade. 
Southern California Edison 
Gen. Pe NEM EI snWiCigs0 00s ores einn inte es proce ioe: 138 13 3.0 2.6 105 108 3.3 Entitled to the highest rating. 
MER Mg ME Sale 335 735 iio 5 bibs wie wetkiad oa ewtale ss 138 120 3.0 2.6 105* 105 4.6 Junior to issue above. 
Tennessee El. Pwr. ist & Ref. “A” 6s, '47... 46 36 7 105* 91 7.1 Fair caliber only. 
Union Electric — & Power (Mo.) 
Gen. (now 1st) 5s, 1957. ............2065 93 64 2.1 1.8 10414%4* 107 4.5 Better “~ bond. 
Miss. River Power ist 5s, 1951........... 20 17 2.5 3.1 105 106 4.5 Strong 
Un. El. Lt. & Pr. of Il. 1st “A” 6l4s, 54. 8 8 5.9 6.2 103* 106 4.6 Baad ¢ oe a high rating. 
e 
Industrials 
Liggett & Myers Tobacco Co. 
OM fogs a bss sis ccawinks obeko es 28 13 14.8 11.1 NC 130 $3.4 Industrial obligation of the yee grade. 
EEE = 4 Go b.c a cio nic as Kotene'e bt.eed se 28 15 14.8 11.1 NC 118 3.6 Junior to issue above, but still high grade. 
Shell Union Oil Deb. 5s, 1947.............. 53 33 & def 102* 103 4.8 All Deb. 5s due 1949 called. 
Shell Pipe Line Deb. 5s, 1952.............. 25 25 9.9 9.1 1021%4* 103 4.8 Shell Union guarantees. Good grade. 
Sinclair Consolidated Oil (now Consol. Oil) 
ist Lien Coll. “A” 7s, $.15.87..........-. 46 43 er 1.0 10144* 103 5.7 Good, sound bond. 
Swift & Co. 
Me acca as cave be sans ceseens 46 21 3 | ae 102% 107 4.1 bYear to 10.31.33. High grade. 
Ns NID Gh 055.5 S c'e:crs vo wale Wicd wine ease 46 25 ero 102* 104 4.2 ——— by mortgage, but strong never- 
eless. 
United States Steel Corp 
Illinois Steel Deb. ates, se vade eae 93 19 defa defa 105 107 3.2 , U. S. Steel’s earnings, guarantor. Both 
C.L.S. & East. ist 4s, 1969........... 93 9 def a defa 110 See oss are high grade bonds. 
Not Guaranteed 
Fem, Joliet & East. Ry. ist 5s, 1941.. i 10 aves irene NC hg ... Entitled to a good rating. 
Tenn. C. & I. R. R. Gen. 5s, 1951........ sie 11 eer err NC 113 3.9 Strong, well-secured bond. 
Short-Term Issues 
Due date 
*Armour & Co. (Ill.) R. E. ist 4%s.......... 6.1.39 38 .2n 1.5n 102% 102 4.0 n Years to 10.31. Good bond. 
Cumberland Tel. & Tel. Gen. 5s............ 1.1.87 15 3.2m 2.9m NC 106 2.0 m Earnings Sou. Bell Tel. assuming co. 
. Highest grade. 
Edison Electric Ill. (Bos.) Notes 8s......... 11.2.37 71 2.6 2.3 10014 * 101 2.6 High gr 
Phillips Petroleum Deb. 544s.............. 6.1.39 27 1.8 27 101* 102 4.7 Bien oat position much improved. 
*xTexas Power & Light 1st 5s............... 6.1.37 25 1.8 1.8 105 103 3.9 Of good investment caliber. 
po eS | eee rr 7.1.87 5 2.0 NC 101 4.6 Among the stronger traction issues. 

+ Fixed charges times earned is computed on an “over all”? basis. In the case of a railroad, the item includes interest on funded and other debt, rent 
for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. t An entry such as 105 ’36 means the bond is not callable until 1936 at the price named. * Indicates that the issue is callable as a whole 
or in part at gradually decreasing prices. ** Our preferences where safety of principal is predominant consideration. * Our preferences where some slight 
risk may be taken in order to obtain a higher return. § Current Yield. 
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AMERICAN AGRICULTURAL CHEMICAL CO. (DEL.) 





Stages Impressive Come-Back 


Leading Fertilizer Manufacturer Benefits from 
the Codes and Increased Farm Purchasing 
Power — How Enduring Is Its Prosperity? 


ROVIDENCE, the United States 
Government and the fertilizer 
manufacturers themselves are the 

three agencies that have combined over 
the past year or so to rebuild the busi- 
ness of mixed fertilizers. And a very 
fair job they have made of it too, if 
earnings and stock quotations are any 
criterion. 

It is the farmer, of course, who is the 
actual buyer of fertilizer. But it was 
Providence that elected a widespread 
drought—instead of freshening rains 
interspersed with balmy sunshine as 
might just as well have been the case— 
and by so electing aided and abetted 
the Government's efforts to obtain 
higher prices for agricultural products 
by inducing a condition of scarcity. 
Had Providence willed otherwise, not 
all the king’s horses nor all the king’s 
men, as typified by AAA, dollar de- 
valuation and half a dozen other 
schemes, could have put prices where 
they are. Actually, however, there 
was a drought and this, added to acre- 
age restriction, production control, 
massacre of little pigs 


By J. C. Crrrrorp 


possession of a productive capacity far 
in excess of demand. For years they 
had been slashing prices and cutting 
one anothers’ throats impartially. And 
not a great deal could be done about it 
apparently, for as soon as they stopped, 
or proposed stopping, they heard from 
the Government on the subject of anti- 
trust laws. 

It was not until N R A and the code 
system was introduced last year that 
the fertilizer companies had much of a 
chance to do anything constructive 
about the deplorable conditions existing 
in the industry. But this was their op- 
portunity and they seized it: moreover, 
they appear to have seized it sensibly. 
The fertilizer code works and, while 
the farmer is not getting his fertilizer 
as cheaply as he once did, there is no 
reason to believe that he is getting 
gouged. The cause of this more desir- 
able state of affairs lies in the code pro- 
visions relating to prices. It is not 
price fixing, but fertilizer companies 
wishing to change their prices must 
post the change publicly and are 


obliged to give ten days’ notice to the 
rest of the industry before making the 
change effective. In this way, while 
actual quotations have varied quite a 
little, the industry has operated under 
a degree of price stability never ap 
proached in years. 

At this point, it would be well to 
note that the Administration in its 
suggested revamping of NRA is pro 
posing to abandon many of the price 
aspects of the old system. No one 
knows, of course, whether this merely 
means the abandonment of the deliber- 
ate price-fixing that is to be found in 
certain codes, or whether it means the 
complete abandonment of anything to 
do with price. If the former, the fer 
tilizer industry has little about which 
to worry: but if the latter, it might 
well mean the return of the disastrous 
competition seen in times prior to the 
code. 

Of the fertilizer companies them 
selves, we are concerned specifically 
with the American Agricultural Chem 
ical Co.—an old-established organiza’ 
tion, recently recapital- 
ized and now incorpor 





and the like, naturally 
combined to give the 
farmer who did obtain 
normal crops a larger 
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merely a better back- 
ground to demand be- 
fore the fertilizer com- 
panies could reasonably 
expect to make money. 
For years they have 
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ated in Delaware. This 
company has done well. 
Long drawn-out read: 
justment internally put 
the company in a posi 
tion where it could take 
advantage of the code 
and the improvement in 
agriculture—despite, for 
example, the Govern 
ment’s restrictions on 
the amount of fertilizer 
that could be used on 
cotton. 

Because stockholders 
of the American Agri 
cultural Chemical Co. 
owe their receipt of the 
current $2-dividend a 
much to the internal ad: 
justment as to anything 
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that might have’ been done by Provi- 
dence or the Government, it might be 
well to pause a moment and glance at 
the extent of this adjustment. Back 
in June, 1926, the old Connecticut 
company had a funded debt of nearly 
$25,000,000. It had $100-preferred- 
stock outstanding in the amount of 
more than $28,000,000, on which the 
full cumulative $6-dividend had not 
been paid since 1920. And there was 
little enough chance of its ever being 
paid. Property accounts were over- 
valued, inventories were large and 
high-priced and, although the company 
was strong in cash, the situation from 
the stockholders’ standpoint looked 
anything but bright. 


Improvement Sets In 


Over the next few years there was 
quite a little progress. Funded debt 
was reduced materially and there was 
disposition of considerable property, 
unprofitable and not required in the 
business. It was not, however, until 
1930 that a new management under 
Horace Bowker 
(long connected 
with the company, a 
descendent of New 
England farmers 
whose’ father 
founded the Bowker 
Chemical Co.,among 
American Agricul- 
tural’s more success- 
ful subsidiaries) 
began to show a 
willingness to take 
the bull by the 
horns. The upshot 
of their plans has 
been that the com- 
pany—now, as has 
been said, a Dela- 
ware incorporation 
instead of the Con- 
necticut variety — 
has no funded debt 
nor preferred stock 
outstanding, not a 
nickel’s worth of 
either; carries its property at a mere 
six or seven million dollars instead of 
forty million (thereby cutting the 
amount that must be deducted from 
earnings for depreciation) and still 
has $4,500,000 in cash against total 
liabilities of less than $600,- 

0. 

It is true, of course, that the pre- 
ferred stockholders in the old Connec- 
ticut company abandoned all claim to 
some $17,000,000 due them in back 
dividends and obtained for their stock 
but one share of new common. And 
likewise true that common stockholders 
in the old company had to surrender 
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eee: 


Hydraulic Mining of Phosphate Rock 


ten shares to obtain one in the new 
company. But if this, or a similar plan, 
had not been put through, it is incon- 
ceivable that either of them would ever 
have received anything, for it would 
have been necessary to reinstate the 
company’s tremendous capital impair- 
ment out of earnings. Today, pre- 
ferred stockholders who made the ex- 
change are at least getting the equiva- 
lent of $2 a share on their old holdings 
and common stockholders the equiva- 
lent of 20 cents a share. Incidentally, 
the American Agricultural Chemical 
Co. has since bought up and cancelled 
a great number of its own shares, so 
that the position of the 233,000 that are 
currently outstanding with the public 
has been further strengthened. The 
shares are listed on the New York 
Stock Exchange where they are traded 
in ten share units. 

Physically, the American Agricul- 
tural Chemical Co. is better situated 
than most organizations in the same 
field. It owns extensive phosphate 


mines, with large reserves in Florida 
and Tennessee. 


It has more than a 





score of plants scattered over the East- 
ern, Southern and Middle-Western 
states. It has a plant in Canada and 
a plant in Cuba, in addition to which 
there are several chemical plants and it 
is likely that the diversified chemical 
line will be expanded. 

Briefly, the company’s principal 
business consists in taking phosphate 
rock, treating it with sulphuric acid, 
most of which it makes itself, to form 
superphosphate, an important fertilizer 
material. This superphosphate is 
then mixed in varying proportions with 
various nitrogen bearing materials and 
potash salts, for the most part—and 





the result is sold as a balanced fertil- 
izer, usually under a trade name. 

While cotton is an important crop 
to American Agricultural Chemical, 
it is less important to this company 
than to others in the same field. In- 
deed, it has been said that the fertili- 
zation of cotton takes but 20% of 
the company’s output, whereas grains 
take as much as 35%. Other crops, 
important to the company, include 
potatoes and tobacco. American Agri- 
cultural does some export business and 
it has been said that the recently nego- 
tiated trade agreement with Cuba 
shows signs of having a favorable ef- 
fect. 


Earnings Recover Smartly 


The company’s business is done 
mainly for cash. It is, however, subject 
to great seasonal variation, the first six 
months of the year being the best, 
while quite substantial losses in the 
second half of the year should occasion 
no alarm. For the fiscal year ended 
June 30, last, earnings were equivalent 
to $4.19 a share on 
each of 233,206 
shares of common 
stock, which ex- 
cludes those held in 
the treasury. This 
showing was made 
despite a loss of 
more than $373,000 
in the last half of 
1933. Running true 
to form, there was a 
loss of $102,000 in 
the quarter ended 
last September and 
there almost cer- 
tainly will be an- 
other loss for the 
final quarter. With 
the coming of 
spring, however, the 
company begins to 
enter its profitable 
season. 

How profitable 
this season will be 
next year depends upon a good many 
unknown and unpredictable factors. 
It should, however, be reasonably good. 
The farmer is better situated financially 
than in years and, seeing the relative 
high price at which most agricultural 
products are now selling, naturally 
will be inclined to use his better mar- 
ket to greater advantage by more 
liberal applications of fertilizer. At 
the same time, there are such special 
considerations as the proposed increase 
in the acreage that it will be permis- 
sible to plant to cotton. It may be, 
of course that the A AA, having per- 

(Please turn to page 290) 
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Your Federal Income Tax for 1934 


Important Changes in Regard to Capital Gains 


and Other Divisions of Interest to Investors 


By Joun Duranp 








Filing of Returns. Re 
turns must be filed for the 1934 
calendar year before this com- 
ing March 15 by every sin- 
gle person and married couple 
whose gross income in 1934 
equalled or exceeded $5,000, 
or whose net income equalled 
or exceeded the personal ex- 
emption of $1,000 for a single 
individual or $2,500 for a 
married couple. 

Partnerships, as such, are no 
longer required to pay an in- 


the tax 


In response to many inquiries from readers 
we present herewith a digest of the income tax 
law, as amended by the last Congress. While 
is not due until March I5 not 
many days remain in 1934 in which to make 
necessary adjustments in individual holdings 
to take full advantage of the law’s provisions. 


—Editor. 


interest received upon partly 
tax-exempt bonds of the U. S. 

The surtax this year is levied 
upon net income in excess of 
$4,000, after deducting the 
personal exemption and credit 
for dependents. For the first 
$2,000 in excess of such $4,000 
the surtax rate is 4%; 5% for 
the next $2,000; etc., up to 
59% on net incomes of a mil- 
lion dollars or more in excess 
of the $4,000 and personal ex- 
emption and credit for depend- 








come tax; but each partner 
must include his distributive 
share of the net income of such partner- 
ship in his individual income tax state- 
ment, whether actually distributed or 
not. Partnerships must, however, file a 
return of gross income and allowable de- 
ductions, stating also the name, address 
and distributive share of each partner. 


Gross Income. Gross income to 
be reported includes receipts of inter- 
est and dividends, gains from actual 
sales or exchanges of real and personal 
property, business profits, and income 
received for personal services. 

Receipts not to be reported as gross 
income are: annuities, life insurance 
and compensation for illness and in- 
juries, gifts and bequests, wholly tax- 
exempt interest, and earned income 
from foreign sources and from political 
subdivisions of the U. S. 


Deductions. Allowable deductions 
include: all interest on indebtedness 
(except interest paid to carry annuities 
and tax-exempt securities); all taxes 
(except income taxes imposed by the 
U. S. or its possessions, and by foreign 
governments) ; losses from casualties or 
theft; (if not covered by insurance); 
losses on securities and debts ascertained 
to be worthless and charged off during 
the calendar year; capital losses (to an 
extent which will be explained later) ; 
and donations for “approved” chari- 
table purposes. 

Losses incurred in a previous year 
may no longer be carried forward. 

Losses from sales or exchanges of 
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property between members of a family, 
directly or indirectly, are not allow- 
able. For purposes of this regulation, 
the family is held to include the tax- 
payer and his spouse, his brothers and 
sisters (whether by the whole or half 
blood), his ancestors and lineal descend- 
ants. 

Losses from wagering transactions 
are allowable only to the extent of the 
gains from such transactions. 

No gain nor loss is recognized in the 
exchange of common stock of a corpo- 
ration solely for common stock in the 
same corporation, nor in the exchange 
of one kind of preferred stock for an- 
other kind of preferred stock of the 
same corporation. 

Personal expenses of self and family 
are not deductible. 


Computing the Tax. The income 
tax is based upon the amount of net 
income remaining after subtracting al- 
lowable deductions from gross income. 

The total tax payable consists of a 
normal tax plus a surtax, less credits 
for interest and taxes withheld at the 
source, and less income taxes paid to 
foreign governments and to possessions 
of the U. S. 

The normal tax this year is a flat 4% 
of what remains of net income after 
deducting the personal exemption, 
credits of $400 for each dependent (the 
wife not being considered a depend- 
ent), a credit of 10% of earned net 
income (not to exceed 10% of the net 
income), cash dividends received, and 


ents. 

For example: A _ married 
man, living with his wife and support- 
ing two minor children, would com- 
pute his surtax on a net income of 
$15,000 as follows: First should be 
deducted a personal exemption of 
$2,500, a credit of $800 for two de- 
pendents, and $4,000 which is not sub- 
ject to surtaxes—$7,300 in all. This 
leaves $7,700 subject to surtax. On 
the first $2,000 of this there would be 
a surtax of 4%, or $80; on the next 
$2,000 the surtax would be 5%, or 
$100; on the next $2,000 the surtax 
would be 6%, or $120; and on the 
remaining $1,700 the surtax would be 
7%, or $119. Adding these up, we 
find that the total surtax in this case 
would be $419. 

If husband and wife elect to submit 
separate returns, it is permissible for 
them to apportion the personal exemp- 
tion in any way they may agree upon. 

The undistributed net income of per- 
sonal holding companies must pay a 
surtax of 30% on net income of $100,- 
000 or under, and 40% on any amount 
in excess of $100,000. 


Capital Gains and Losses. The 
Revenue Act of 1934 has entire: 
ly changed, and greatly simplified, 
the method of accounting for gains and 
losses resulting from purchases and sales 
of property. Capital Assets are now 
defined very broadly as “property held 
by the taxpayer (whether or not con- 
nected with his trade or business), ex- 
cept such as would properly be included 

(Please turn to page 292) 
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Companies Whose Earnings Exceed 






the Boom Peak—and Why 


Part II 


The Factors Behind Extraordinary Profits 


E have previously had a look 

at several corporations whose 

profits are at a rate in excess of 
that for 1929. The present article will 
briefly analyze five additional corpora 
tions, each with earnings exceeding the 
comparable figures for that final year 
of the “New Era” boom—1929. 

Certainly it is a novelty when one 
finds New Deal profits exceeding New 
Era profits, since we are told that busi- 
ness made too much money in 1929 and 
since we know that thus far, in terms 
of general business activity, the New 
Deal is but a pale semblance of the late 
lamented New Era. 

Obviously, special factors must be in- 
volved in each such instance. Whether 
they be fortuitous or reflect wise man- 
agerial policy, they are equally interest- 
ing to investors and potential investors 
alert to changing business trends and 
the changing status of individual cor- 
porations. Change is the investor's 
greatest risk, but sometimes it is in the 
right direction and, thus, spells profit. 

One would logically expect to find 


By Gsorce L. Merton 


struction has suffered a more serious 
decline in the depression than any other 
major economic activity and has had 
only a slight recovery the explanation 
for company’s profit showing must be 
found elsewhere. 

We do not have far to look. The 
answer is laminated safety glass, non- 
shatterable. This product has enjoyed 
sharply increasing demand right 
through the depression, with added im- 
petus from the marked revival in auto- 
mobile production and sales which be- 
gan in 1933 and is continuing. This 
product has thrived on the natural pref- 
erence of the public, on the promptness 
with which the motor industry adopts 
any improvement offering added sales 
appeal and, finally, on legislation in an 
increasing number of states making its 
use mandatory in new automobiles, in- 
cluding such populous states as New 
York, New Jersey, Massachusetts, 
Pennsylvania and Michigan. 

Libbey-Owens-Ford became one of 
the leading makers of this special glass 





a quite considerable change since 
1929 in the position and affairs of 
any enterprise favored by extraor- 
dinarily high profits at a time when 
the composite economic picture is 
still one of depression. Let us forth- 
with look into and behind the excel- 
lent reports of Libbey-Owens-Ford 
Glass Co., Archer-Daniels-Midland 
Co., Commercial Investment Trust 
Corp., Briggs Manufacturing Co., 
and Melville Shoe Corp. How did 
they do it? 
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Libbey-Owens-Ford—Glass 


Libbey-Owens-Ford Glass Co. shows 
earnings of $4,335,000 for the year 
ended September 30, 1934, or substan’ 
tially more than the $3,515,000 re- 
ported for the corresponding 1928-1929 
period. This company has long been 
a leader in the manufacture of plate 
glass and window glass, but since con- 
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when it acquired the Triplex Safety 
Glass Co. early in 1932. In the pre- 
ceding year it had entered into a con- 
tract to supply practically all safety 
glass for the General Motors Corp. 
for a period of seven years, and in 
connection with this contract had pur- 
chased the Ottawa, Ill., plant of the 


National Plate Glass Co., a subsidiary 
of General Motors. The Ford Motor 
Co. is also numbered among its cus- 
tomers. 

The company’s capital structure is 
simple, consisting only of 2,550,642 
shares of capital stock, retirement or 
conversion having eliminated a total of 
$9,000,000 of serial convertible notes 
issued in 1931 in connection with the 
nuxchase of the National Plate Glass 
plant above referred to. 

Financial position has been strongly 
maintained, the latest balance sheet 
showing more than $4,200,000 cash 
and United States Government bonds, 
against relatively small current liabil- 
ities. 

On the unfavorable side, present 
profit margins are lower than they were 
in 1933, reflecting both higher wage 
and material costs on the one hand and 
the pressure of competition on the price 
of safety glass on the other hand. Net 
profit for the nine months ended Sep- 
tember 30 was $2,819,000, as compared 

with $3,684,018 in the comparable 

period of 1933. 

In the event of a materially larger 
volume of business, present cost fac- 
tors will tend to be offset. Bearing 
upon such future volume, the 1935 
prospect for automobile sales appears 
satisfactory, the general expectation 
being that production will exceed 
that of this year by a substantial per- 
centage. 

For the longer future there should 
be promise in a new type of double 
glazed window acquired by the com- 
pany last July in purchase of the 
business and patent rights of Charles 
D. Haven, Milwaukee. This “ther- 

mopane” provides a dehydrated space 
between two panes of glass in a win- 
dow, insulating against heat loss by. 
50%, preventing frosting in cold 
weather and eliminating condensation. 
Some such device will be found an es- 
sential adjunct of air conditioning, es- 
pecially in winter heating use. Finally, 
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although a far less dynamic possibility 
than shatterproof glass, one possibly can 
expect some gradual improvement in 
construction, with partial recovery in 
the company’s sales of plate and win- 
dow glass. 

Full year profits will be somewhat 
less than the $1.65 per share earned in 
1933. On this basis the stock, selling 
around 29 and yielding slightly more 
than 4.1% on the $1.20 dividend many 
be considered as liberally appraising 
current earnings, though none can say 
it overly discounts an apparently prom- 
ising future. 


Archer-Daniels-Midland— 
Linseed Oil 


Archer-Daniels-Midland Co. and 
subsidiaries earned net profit of 
$2,317,489 in the fiscal year ended 
last June 30. This figure set a new 
high record, exceeding materially 
both the 1929 fiscal year and the 
1928 fiscal year, the latter year hav- 
ing previously furnished peak profits. 

In this showing fortuitous cir- 
cumstance must be given consider- 
able credit. The most important 
portion of the company’s business is 
the production and sale of linseed oil 
used in the manufacture of paints, var- 
nishes, etc., although pomace, soybean 
oil and cattle feeds likewise are con- 
tributors to earnings. The past year 
has produced a strong revival in the 
demand for paint, especially from the 
automobile industry, this change for 
the better being accompanied by higher 
prices for linseed oil. Conducting 
grain storage operations, the company 
also has an interest in flour milling, 
owning the Commander-Larabee Corp. 

That a profitable inventory policy 
played an important part in the restora- 
tion of profits to the present satisfactory 
level is suggested by the balance sheets 
of the past three fiscal years. June 30, 
1932, virtual bottom of the depression, 
found the company carrying inventories 
of but slightly more than $4,000,000. 
June 30, 1933, found this item jumped 
to $12,184,000, accompanied by the 
appearance of $5,250,000 notes pay- 
able among liabilities. As of last June 
30, inventories had further increased to 
$15,805,000 and notes payable to $8,- 
900,000. 

Thus the company not only had the 
benefit of large stocks of low-cost mate- 
rials in a rising and expanding market, 
but as of last June 30 appeared to have 
sufficient such inventories to maintain 
a favorable profit margin for some time 
to come. 

This company has no funded debt. 
Outside of the $8,900,000 notes pay- 
able and 31,689 shares of $7 preferred 
stock, there are no capital liabilities 
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of more than negligible significance 
ahead of the 549,546 shares of com- 
mon stock. 

The Government's efforts to stimulate 
housing and home renovation have not 
yet had important effects upon the 
Archer-Daniels-Midland business. Nev- 
ertheless, it is a certainty that there is 
a very large deferred demand for paint 
after the general tendency to skimp 
maintenance during several depression 
years. Between the Federal program 
and a gradual improvement in the finan- 
cial factors operating on private resi- 
dential construction, the trend of de- 


year’s showing will likewise establish 
a new peak, with earnings in the vicin- 
ity of $4 per share on the approximate- 
ly 2,325,000 shares of common out- 
standing after payment of a 25% stock 
dividend on October 1. 

The common stock, as increased by 
this 25% stock dividend, is now on a 
dividend basis of $2 a year, and an 
extra dividend of 50 cents a share was 
declared in November. 

Installment selling, about which some 
were shaking gloomy heads in the boom 
years, certainly has not proved the 
ruination either of the country or this 

particular company. Both the prac- 

tice itself and this leading financer 
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of it have withstood the test of de- 
pression in remarkable fashion. 
The company’s major activities 
are automobile installment financing 
and textile factoring. Both the 
motor industry and the textile in- 
dustry have experienced a substan- 
tial recovery, helpful to Commercial 
Investment Trust. Nevertheless, 
nothing like a boom has developed 
in installment buying or any other 
kind of buying. Therefore one must 
immediately search for special fac- 





tors enabling this company to report 





mand for paint, and therefore for lin- 
seed oil, appears to point upward. 

Represented by expanded inventories, 
which the company is reported to 
hedge, the item of $8,900,000 notes pay- 
able represents no investment risk and 
no doubt will be liquidated as inven- 
tories are liquidated. Marked increase 
in both current assets and current lia- 
bilities over the past three years re- 
flects a proportionate expansion in the 
company’s activities. Cash of $3,373,- 
000 shown on the latest balance sheet 
was at a higher level than at the close 
of any of the preceding three fiscal 
years. 

Including conservative extras, the 
company’s present dividend rate is 
$1.50 a year. Profit for the last fiscal 
year having been $3.81 per share, either 
an increased dividend or more liberal 
extras would seem warranted. Selling 
around 38, or no more than ten times 
apparent present annual earning power, 
the common stock seems reasonably 
priced. 


Commercial Investment Trust— Install- 
ment Sales Financing 


The Commercial Investment Trust 
Corp., world’s largest enterprise in the 
field of installment financing, earned 
net profits of $5,100,215 for the six 
months ended last June 30. This set 
a new high record for any six months’ 
period in the company’s history and 
suggests the probability that the full 


record earnings under general busi- 
ness conditions decidedly less than satis- 
factory. 

One advantage is the fact that the 
company in recent years has diversified 
its activities by expanding into the field 
of textile factoring, which makes it less 
dependent on the ups and downs of 
automobile sales. Another advantage 
was the company’s acquisition last year 
of the Ford Motor Co.'s financing unit, 
the Universal Credit Co. Sales of Ford 
cars have experienced a notable recov- 
ery in competitive trade position. 

Equally important, financial position 
has been bolstered in recent years of 
sub-normal business by a drastic scal- 
ing down of capital obligations ahead 
of the common shares, such retirement 
leaving a larger share of revenues as 
net income for the common shares. 
Finally, the cost of borrowed money— 
which must figure importantly in this 
business — declined almost steadily 
throughout the depression and is still 
low. Profits on installment financing 
depend not only upon the gross volume, 
but upon reasonable cost of money bor- 
rowed for re-lending, as well as upon 
the company’s own capital being a sub- 
stantial part of its total requirements. 
Thus, Commercial Investment Trust 
has benefited from its own strong capi- 
tal position, from the availability of 
cheap money and from expanding gross 
volume. 

Ahead of the common stock are 
140,461 shares of $6 cumulative and 
convertible preference stock and $18,- 
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461,000 in convertible 512% deben- 
tures, due in 1949. 

On a dividend rate of $2.50, includ- 
ing the recent 50-cent extra, the com- 
mon stock at 58 adequately discounts 
cutrent earnings around $4 a year. Yet 
it appears a conservative assumption 
that there is prospect of ultimate sub- 
stantial growth in the company’s pres- 
ent volume of financing, affording 
profitable opportunities for turnover of 
its own capital; and at the same time 
there is every indication that the inter- 
est rates on funds the company will 
borrow will remain low as far ahead 
as one can now see. The slight market 
premium commanded by this equity, 
therefore, would seem to possess a valid 
basis. 

Briggs Manufacturinig—Aiuto Bodies 

The Briggs Manufacturing Co., op- 
erating in an extremely competitive 
field, has a record of wide ups and 
downs in fortune. Leading indepen- 
dent automobile body maker, it: !9:¥- 
est customers are Ford and Chrysler. 
Between raw material, labor and other 
costs on the one hand and the insistent 
pressure of the motor companies for in- 
creased body values at the lowest pos- 
sible price on the other hand, it is ob- 
vious that the profits of Briggs depend 
primarily on volume—large volume and 
low unit margins. 

The company lost money in 1932. 
Since then it has been on the way back 
up, with an especially notable gain 


This is based on the Ford announce- 
ment of plans to turn out 1,000,000 
cars next year. In the corresponding 
forecast for 1934 production Mr. Ford 
under-estimated the actual performance. 
Moreover, his company has backed its 
beliefs with substantial expenditures 
for expansion of facilities. One must 
hesitate, therefore, to ascribe present 
expectations wholly to the spirit of op- 
timism usually found in the motor in- 
dustry. 

Capitalization consists simply of 1,- 
979,000 shares of common stock. The 
working capital position is notably 
strong. With present annual earning 
power around $2.50 a share and pay- 
ing a dividend of $1.75 a year—includ- 
ing extras—the stock can hardly be re- 
garded “out of line” around 26, even 
though the company’s inherent position 
is not without a speculative flavor, as 
past fluctuations of profits indicate. 


Melville Shoe 


Melville Shoe Corp., manufacturer 
and retailer of low and medium price 
shoes, earned $1,074,402, or $2.69 per 
share on its common stock, in the first 
six months of this year. This profit set 
a record for any corresponding period 
in the company’s history, comparing 
with $1.80 per share in the first half 
of 1929, $1.90 in the first half of 1928 
and with $2.34 in the first half of 1930, 
previous best period. 

Over the period in question shoe 





this year, due largely to the Ford 
comeback and maintenance of trade 
position by Chrysler’s best selling 
models. 

In the first nine months of this 
year, profits amounted to $4,825,- 
576. For the full year, despite the 
seasonal slackness of the fourth quar- 
ter, it is probable earnings will sub- 
stantially exceed $5,000,000. Such 
a figure would exceed the earnings 
of 1927, 1928, 1929 and 1930. In- 
deed, profits for the first nine months 
of this year exceed full year earn- 
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production over that period, compared 
with the corresponding period of the 
preceding years. Méelville’s rate of 
gain, therefore, outran that of the in- 
dustry. This reflected both an expan- 
sion in number of stores at a rate of 
about one a week and the advantages 
inherent in the integration of manu- 
facturing and retailing. 


Increasing Demand 


Melville Shoe operates more than 500 
“Thom McAn,” “Rival” and “John 
Ward” stores. A_ recent incident 
throws interesting light on its business 
philosophy. Believing that many of its 
customers were “white collar” men who 
had not experienced increased incomes, 
the company announced a cut to an 
average of $5.50 a pair on shoes previ- 
ously retailing at an average of $7 a 
pair. There was immediate complaint 
that this was “against the spirit of 
N R A” and would reduce wage scales. 

“After consideration,” said Ward 
Melville, president of the company, in 
a letter to President Roosevelt, “our 
company decided that it is prepared to 
gamble on increased unit sales made 
possible by reduced unit prices. And 
we are willing to believe that if all 
companies in this country who are 
financially able to do so, particularly 
those engaged in the manufacture and 
distribution of consumer goods, were to 
take this gamble, our recovery would be 
both speedy and assured. 

“When we lowered our prices 
and consequently increased our sales 
at once, we were enabled to trans- 
form the particular factory involved 
from a 1,200-pair per day factory to 
a 2,400-pair per day factory. In- 
stead of working five half-days per 
week, the operatives are now on a 
full-time basis and their weekly earn- 
ings have increased from 75% to 
100%.” 

This is a philosophy that may well 
be emulated by business generally. 
The lower prices of goods, the fur- 
ther consumer purchasing power 








ings for each of the preceding seven 
years, 

It happens, however, that Briggs does 
not look back to those years of huge 
automobile production—1928 and 1929 
—as its own boom years. For this com- 
pany peak earnings of more than $11,- 
000,000 were established in 1924, fol- 
lowed by earnings of more than $8,- 
000,000 in 1925 and again in 1926. 

All things considered, the current 
performance is nevertheless a notable 
one. The most dynamic speculative 
argument now advanced for Briggs is 
the assumption, not entirely unfounded, 
that 1935 will be a good year for Ford, 
the most important customer of Briggs. 


for DECEMBER 22, 1934 





prices averaged approximately 10% 
higher than in the preceding year. No 
doubt this was partly responsible for 
the sharp gain in the company’s earn- 
ings, but plainly something more than 
this fortuitous circumstance was in- 
volved. Examination of the company’s 
reports shows that its dollar volume of 
sales in the first half of the year was 
some 38% higher than in the corre- 
sponding period. of 1933, so that the 
greater part of the gain was in unit 
volume. 

For the industry as a whole there 
was an increase of about 14% in shoe 


will go. 

While no figures are available on 
the trend of earnings during the sec- 
ond half-year, dollar sales in recent 
months have run from 15% to 26% 
above last year, despite the price re- 
duction on one line of shoes above 
referred to. Working capital posi- 
tion, with cash of more than $3,000,- 
000, is a strong one, its ratio to cur- 
rent liabilities being better than six-to- 
one. There is no funded debt, the 371,- 
461 shares of common being preceded 
only by $2,462,760 in two issues of $6 
preferred shares. Selling around 39 
and paying a $2 dividend, the common 
stock yields approximately 5.1%. 


273 





Profit Possibilities in Moderate- 
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Where Management Is Sound and Industrial Trend Favorable 
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Mesta Machine Co. 


HE Mesta Machine Co., is a 

member of that exclusive and 

limited fraternity of corpora- 
tions which have been successful in 
emerging from the depression without 
experiencing a single year of unprof- 
itable operations. Impressive in itself, 
this record, however, gains additional 
stature when it is considered that the 
nature of the company’s activities is 
such that they depend almost entirely 
upon the heavy industries—and to a 
considerable degree upon the steel in- 
dustry specifically. 

The company engages in the manu- 
facture of heavy steel mill machinery 
and castings, and specializes in iron, 
steel and alloy steel rolls used for roll- 
ing all classes of iron, steel and kin- 
dred products. Other products in- 
clude gas and steam engines, large 
hydraulic and steam hydraulic forging 
and bending presses; power presses; 
cut and machine moulded gears; iron, 
steel and alloy steel castings; forgings 
and forging ingots. The company’s 
business is almost entirely domestic 
and it numbers among its customers 
practically all of the leading steel 
manufacturers in the United States. 
Offhand, this would not appear to be 
a type of business which could lay any 
claim to being “depression proof”, yet 
the company’s record speaks for itself. 

As measured by total income, the 








Earnings Per Share 
1933 1934* Div. Recent Price 
$0.93 $0.71 $1.50 $24 
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company’s volume of business dropped 
from the peak level of $3,299,296 in 
1930 to $595,290 in 1932. But even 
with moderately higher depreciation 
charges in the latter year, net income 
totalled $327,871, equal to 41 cents 
a share on 600,000 shares of common 
stock, after preferred dividends. On 
the same number of shares, profits in 
1930 were equivalent to $4.02 a share. 
While profits in 1932 were but little 
better than 10% of the peak earnings, 
the financial position of the company 
permitted the disbursement of divi- 
dends aggregating $1.50 a share to 
common stockholders in that year. 
After payment of two quarterly divi- 
dends of 15 cents in 1933, the rate was 
promptly increased with the upturn in 
business and: profits, and for the full 
1933 year payments on the common 
stock totalled 80 cents. Last year net 
income applicable to the common was 
equal to 93 cents a share. 

To no small extent, the company’s 
record has been aided by the mcdest 
capitalization. There is no funded 


debt and the preferred stock, after hav- 
ing been reduced from 20,000 shares 
to less than 11,000 shares was entirely 
redeemed on October 30, last. At the 
end of November, a 66 2/3% stock 
dividend was paid to common stock- 
holders, increasing the total outstand- 
ing to 1,000,000 shares, which cur- 
rently comprises the entire capitaliza- 
tion. The initial dividend of 37/4 
cents a share on the common is equiva- 
lent to $1.50 annually, and to $2.50 
annually prior to the stock dividend. 

Measured against earnings of 71 
cents a share on 600,000 shares in the 
first six months of this year, the present 
dividend would seem to be unusually 
generous. Doubtless, however, directors 
were guided by the substantial volume 
of new business booked this year and 
the favorable prospects for 1935. 
Within the steel industry there has 
been a marked tendency of late to add 
to manufacturing facilities and replace 
old machinery with new and more 
efficient equipment, and from the 
Youngstown Sheet & Tube Co., alone, 
Mesta Machine has received orders ag: 
gregating several million dollars. Re- 
cently quoted at 24, the company’s 
common stock offers a yield of about 
6%, and with the promise of further 
recovery in earnings reasonably as- 
sured, the shares are interesting for 
both income and speculative purchases. 


Container Corp., of America 


INCE early 1933, there has been 
a sustained improvement in the 
affairs of the Container Corp. of 
America and there is an excellent pos- 
sibility that the showing for the past 
year will be the best since 1929. As 
a consequence the company will enter 
1935 with its finances considerably 
strengthened and a fair promise of 
further expansion both in the volume 
of business and net earnings. 
The business of Container Corp. 
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Earnings Per Share(a) 
1933 1934* Div. Recent Price 
$0.08 $1.89 None $10 


*9 mos. to Sept. 30. (a)Class A stock. 








consists in the manufacture of an ex- 
tensive line of cartons and shipping 
containers from a paper base. Addi- 
tional products include liner, chip and 


straw board in bulk, folding boxes and 
related products. Among the com- 
pany’s customers are listed such im- 
portant concerns as Gold Dust, Na- 
tional Biscuit, Quaker Oats, Procter 
& Gamble and American Sugar. In- 
terests identified with the Owens-Illi- 
nois Class Co., hold a substantial block 
of the company’s preferred shares, from 
which it may be assumed that Con- 
tainer Corp., has derived important 
commercial advantages inasmuch ‘as 
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Owens-Illinois sells large quantities of 
bettles for beverage purposes, which 
are later retailed in cardboard cartons. 

The combined impetus from the 
legalization of beer and the repeal of 
the 18th Amendment last year, coupled 
with the generally improved level of 
business brought a definite turn for 
the better in the company’s business 
and earnings. Contributing also to 
the improved showing last year were 
the more stable competitive conditions 
within the ranks of the company’s field. 
Thus, while unit sales last year in- 
creased 14% over 1932, dollar sales 
were up 35%. Unit sales this year, up 
to September 30, were 8.3% behind 
the same period of 1933, but dollar 
sales totalled $12,807,456 as compared 
$10,600,901 in the first nine months 
last year. Improved internal condi- 
tions in the industry likewise have 
rendered timely assistance in enabling 
the company to offset higher raw mate- 
rial and production costs. 


After failing to earn fully fixed 
charges in 1931 and 1932, Container 
Corp., last year covered charges 1.27 
times, after which net income of $140,- 
921 was equal to $8.95 and 8 cents a 
share on the preferred and class A 
shares respectively. During the cur- 
rent year, 6,000 shares of preferred 
stock have been retired and the amount 
both of the mortgage bonds and deben- 
tures outstanding has been reduced. 
To this extent the equity for the class 
A shares has been increased and the 
burden of eliminating accumulated 
dividends on the preferred shares 
lightened. At the end of the current 
year back dividends on the outstanding 
preferred stock will aggregate about 
$323,500. 

Giving effect to the changes in capi- 
talization this year, profits for the nine 
months to September 30, totalling 
$762,861 were equal to $1.89 a share 
on 367,930 shares of class A stock, 
efter assuming regular preferred divi- 





Fairbanks, Morse & 


CHIEVING quite a name for it- 
A self as the manufacturer of the 

famous “Fairbanks Scale,” Fair- 
banks, Morse & Co., has, however, so 
widened the compass of its activities 
during the past decade that other prod- 
ucts have all but overshadowed weigh- 
ing scales by their greater contributions 
to the company’s earnings. The most 
noteworthy example of this change in 
the company’s status is the dominant 
position which it holds in the manufac- 
ture of Diesel engines. Although there 
are about 75 companies which manu- 
facture commercial Diesels, Fairbanks, 
Morse stands head and shoulders above 
its nearest competitor and it is esti- 
mated that more than one-half of its 
gross income is derived from the sale 
of Diesel products. The Diesel engine 
is by no means a new product but its 
greatest progress, culminating in widely 
publicized achievements, dates only 
from its recent metamorphosis from a 
large cumbersome affair to a high- 
speed, lightweight and mobile unit, 
thereby greatly increasing its adapta- 
bility. Long identified with the manu- 
facture of heavy stationary Diesels, 
Fairbanks, Morse has kept pace with 
the changing designs and its present 
line ranges from units capable of de- 





Earnings Per Share 
1933 1934* Div. Recent Price 
d$4.36 d$0.56 None $15 
*6 mos, to June 30. d Deficit. 








veloping from 250 to 4,000 horsepower 
to a small four-cycle affair developing 
from 10 to 60 horsepower, and a new 
high-speed locomotive Diesel will 
shortly be introduced. The company 
is reported also to be working on an 
automotive design. 

In addition to Diesel engines and 
scales, Fairbanks, Morse manufactures 
electrical equipment, pumps, railroad 
mechanisms, water supply equipment, 
power engines for farms and stokers for 
a wide variety of purposes. The com- 
pany is also understood to be investi- 
gating the possibilities of electrical re- 
frigerators and washing machines. 
The nature of the company’s business 
is such that it was particularly vulner- 
able to the influences of the depression 
and 1930 was the last year in which 
operations were conducted at a profit. 
In the three following years losses 
aggregated nearly $8,000,000, before 
fixed charges. Stringent operating 


dends. In the same months last year 
there was nothing available for the A 
shares. The latter are entitled to divi- 
dends of $1.20 a share annually and 
after that receive twice the amount of 
all dividends in excess of 60 cents per 
annum on the B stock. Preceded by 
funded debt of approximately $8,000,- 
000 and 12,322 shares of preferred 
carrying the aforementioned accumu- 
lations in unpaid dividends, any return 
on the class A shares obviously is not 
imminent. Financial position of the 
company, however, is comfortable and 
the balance sheet for the 1934 year 
should show the elimination of the 
deficit of $1,182,290 in the earned 
surplus account. Given the benefit of 
further progress in the direction of 
recovery payment of accumulated pre- 
ferred dividends would present no 
difficulty. Speculative admittedly, the 
class A shares are not without interest- 
ing profit possibilities for longer term 
holding. 


Co. 


economies coupled with sales improve- 
ment, however, permitted the company 
to cover fixed charges on the $6,000,- 
000 of debentures in the first half of 
1934, as compared with a loss of more 
than $1,000,000 in the same months 
last year. Later reports are not avail- 
able but it is quite likely that for the 
full year the loss will be substantially 
less than the deficit of $1,147,339 in 
1933. In fact, the company may even 
show a modest profit. 

Dividend accumulations on the 68,- 
642 shares of 7% preferred stock, on 
which dividends were omitted in 1932, 
total $21 a share, or about $1,441,500. 
Financial position is quite satisfactory, 
however, and given the benefit of any 
reasonable recovery in sales, liquidation 
of preferred dividends could be taken 
care of readily. With dividends on 
the common not an early prospect and 
with earnings still to show anything 
resembling impressive recovery, at 15, 
the junior shares are obviously being 
appraised on their longer term possi- 
bilities. Yet the company’s established 
position in a field which might con- 
ceivably develop into a dynamic in- 
dustry carries justifiable speculative 
weight and the shares might repay well 
the risk and patience of acquisition. 


American Rolling Mill Co. 


MERICAN ROLLING MILL 
CO., common stock is another 
issue which derives its chief 

speculative appeal from the company’s 
important stake in the future. To the 
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average individual the idea of a private 
dwelling constructed of steel doubtless 
seems incongruous, if not impractical. 
Yet the steel house may be closer to an 
accomplished fact and public accept- 


ance than is generally realized. Sears, 
Roebuck & Co., plan to offer shortly 
an extensive line of steel buildings of 
standardized design, to include 3- and 
(Please turn to page 291) 
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Life Insurance Costs Rise 


It was recently reported that life 
insurance companies in this country 
possessed more than $600,000,000 in 
cash. On this they are, of course, 
receiving little, if any, return. At the 
same time, over the past year or two, 
they have invested millions in United 
States Government securities on which 
the return is small. High grade bonds, 
suitable for life insurance investment, 
are selling on a scarcity value basis 
already and a movement appears to be 
on foot that will still further reduce 
the supply by redemption. The calling 
of large issues by such companies as 
Standard Oil (New Jersey), Standard 
Oil of New York and Union Gulf 
illustrate the point. While the diffi- 
culties experienced by the life insur- 
ance companies in finding a satisfac- 
tory depository for their surplus funds, 
are only those experienced by the aver- 
age investor on an exaggerated scale, 
they do serve to lead up to another 
question in which almost everyone has 
an interest. Does it 


For Profit 
and Income 


Retail Trade 


Reports of retail trade throughout 
the country are making a good show- 
ing. Last year it will be remembered 
that all increases in dollar volume were 
a result of higher prices and unit vol- 
ume was really off. But now prices 
are about the same as they were at 
this time last year, so that the reported 
increases in dollar volume really repre- 
sent a larger unit volume—a most con- 
structive development. On the other 
hand, it is curious that the good news 
of retail trade is having but a meager 
reflection in the stock market. The 
retail trade stocks—Sears, Roebuck, 
Montgomery Ward, Penney, Macy 
and others—while reasonably steady 
in relation to the action of the rest 
of the market, are hardly behaving as 
might have been expected of them. 
The explanation is probably that re- 
tail trade stocks previously, and cor- 
rectly, had discounted much of the 
prosperity that they are now enjoying. 
If there should be a further and un- 

















seasonal gain in retail trade after the 
turn of the year, these same stocks 
will surely resume their advance. 


* * * 


Helps the Northerns 


The dollar dividend recently de- 
clared by the Burlington is of consid- 
erable assistance to Great Northern 
and Northern Pacific which, between 
them, own some 97% of the former's 
common stock. It amounts to about 
$830,000 apiece and as the Burlington 
has already distributed a matter of $2 
a share this year, it means that the 
two Northerns each will receive from 
their investment a matter of nearly 
$2,500,000 in 1934. It might be 
noted, however, that the Burlington is 
paying just about all it can, for earn- 
ings this year will be little, if anything, 
above dividend requirements. Yet, 
even with the Burlington’s help, Great 
Northern will hardly earn fixed charges 
this year. On the other hand, North- 
ern Pacific with this same help, to- 

gether with that of 





the Northwestern Im- 











provement Co., an 
exceedingly rich sub- 
sidiary, should cover 
charges with a small 
margin to spare. 


* * & 


Rayon Outlook 
Better 


Behind the higher 
prices for, and better 
activity in, the rayon 
stocks, there are a 
number of favorable 
developments. A few 
months ago this in- 
dustry was suffering 
from a combination 
of small volume, 
prices lowest in years, 

(Please turn to 

page 295) 














not foreshadow rising — — 

costs of insurance to 

the public — higher Coming Dividend Meetings 
premiums for new 1n- 

surance, lower policy eiiiieee -. Fm, eagrdhennonael 
dividends on insur ; I SOON sos kinsasicsicvecesce Dec. 27 Regular 15 cents and extra. 
ance currently in Allied Chem. & Dye............ Dec. 26 Regular $1.50. 

for ce and, of P articu- REMMMER iccssissno iednes scene Jan. 2 Regular 50 cents. 

lar inter est to invest- Am. Water_Works.............. Dec. 26 Regular 25 cents. 

ors, rising costs of an- Beneficial Ind. Loan............ Jan. 2 Regular 37.5 cents 
nuities? All this 1S Briggs Manufacturing........... Dec. 26 Regular 25 cents and extra. 
another straw point- Cor Gs Paso... ....4..05052+2- Jan. 2 Usual 50 cents. 

ing to the wisdom of a i ney eae Dec. 27 Less than 50 cents. 

¢ hanging on” to sound Eaton Manufacturing............ Dec. 26 Regular 25 cents and extra. 
investments at the Firestone Tire & Rubb2r........ Dec. 21 Regular 10 cents. 
present time. By General Mills.................. Dec. 28 Regular 75 cents. 

normal standards, of ee eee Dec. 26 Regular 30 cents. 

course, they appear Liquid Carbonic................ Dec. 27 Regular 25 cents. 

to be commanding a ES Jan. 2 Regular 50 cents. 

very liberal price, but Pacific Lighting................. Dec. 26 Less than regular 75 cents. 
shortly the price will Southern California Edison... ... Dec. 28 Less than regular 37.5 cents. 
be even more liberal U. S. Smelting & Refining....... Dec. 26 Not less than $2. 

if present tendencies 

continue. 

276 


THE MAGAZINE OF WALL STREET 














Taking the Pulse of Business 


— World Conditions Improve 


NDUSTRIAL, financial 
and political develop- 
ments since our last issue, 

both at home and abroad, 
have been distinctly encour- 
aging. Recent reports from 
Europe point to an approach- 
ing composition of some of 
the outstanding political differences between the major 
powers, including France and Italy. Influential statesmen 
in Europe appear responsive to the wave of popular agita- 
tion against war. This is evident, not only from the prompt 
and open settlement of the Balkan flare-up through instru- 
mentality of the League of Nations, but also from the 
frank and conciliatory manner in which military and eco- 
nomic problems associated with the Saar plebiscite to be 
held on January 13 are being handled by French and 
German diplomats. Out of this there now seems likely to 
spring a more friendly feeling between the great Latin and 
Teutonic nations. If these two old enemies will once shake 
hands, the greatest barrier to international commerce will 
be removed, and widespread betterment in world business 
conditions would probably soon become apparent. 

At home, the great improvement in financial funda- 
mentals was brought forcibly to public attention by the 
huge and prompt oversubscription to $900,000,000 of 
Treasury financing, by announcement that repayments to 
the R F C during the third quarter exceeded new loans by 
40%; by publication of a compilation showing that the 
earnings of 290 large corporations for the first nine months 
of the current year were more than double those for the 
corresponding period of 1933; by a report disclosing that 


— Domestic Activity Up Contra-Seasonally 
‘— Investment Funds Gain 

— Oil Inventories Lower 

— Motor Production Aids Steel 


dividend declarations in No- 
vember amounted to 16% 
more in number, and 33% 
more in amount, than a year 
ago; and finally by further 
strength in high grade bonds 
of all classes. It has also 
just been disclosed that 
aggregate savings deposits in all American banks on June 
30 showed a gain of 3.5%, the first increase shown by an 
annual compilation since 1930. There was even an in- 
crease of 1% in the number of depositors. In view of 
such cumulative evidence of the growing abundance of 
idle funds it would seem that no stiffening of importance 
in the Cost of Business Credit is likely to be witnessed 
for some months to come. 

Of course, it will be recalled that, on several previous 
occasions during the depression, excess reserves have piled 
up in the banks without overflowing into industrial chan- 
nels; because business confidence was at such a low ebb 
that there was little demand for long-term credit. The 
situation now is very different, with high grade bonds 
rising to record heights and so yielding a very low re- 
turn. This is a strong indication of confidence among 
investors and, when investment confidence thus returns, 
it can not be long before business confidence also rises to 
a point where industry will commence to expand. As a 
matter of fact considerable improvement is already notice- 
able in the sharp upturn to our Business Activity index 
during the past fortnight. With the possible exception of 
lumber, practically all of the industries which enter into 
this index have recently been staging a pronounced come- 
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back. The sharpest gain has been registered in automo- 
bile production, though steel is picking-up faster than is 
customary at this time of year. Electric power, coal and 
car loadings have, of course, been much stimulated by the 
country-wide cold snap. Retail trade continues to widen 
its gains over last year, with chain store sales up 11% in 
November, and farm income in October up 18.7%. 

For the month of October, employment gains of at least 
10% over the corresponding month of 1933 were reported 
for agricultural implements, business machines, prime mov- 
ers, machine tools, railroad equipment, automobiles, smelters, 
watches and jewelry, cement, dyeing and finishing, bever- 
ages, meat packing, bituminous coal and petroleum; all of 
which augurs well for both the heavy goods and the luxury 
branches of industry. Total employment showed a gain 
of 100,000 over a year ago, with annual payrolls up about 
$250,000,0000. 


The Trend of Major Industries 


STEEL—Steel output has taken an unusually sharp spurt 
for this season of the year, and the ingot rate is now above 
33% of capacity. A similar sharp gain was staged last 
year at this time motivated by stocking in preparation for 
reduced operations during the holiday season. This year, 
however, there is also a considerable consumer demand 
behind the increased activity and the improvement is of a 
more healthy character in not being artificially stimulated 
by price inducements. Automobile orders for steel are 
being held back to await Ford’s announcement of prices on 
next year’s models; but after this uncertainty has been 
removed early in January a sharp rise in steel production 
is possible, especially in view of the wide margin by which 
sales of new cars are exceeding current production. Steel 
scrap is scarce and prices recently jumped a full dollar in a 
single week. It may be well to note, however, that a con- 
siderable portion of the demand for scrap has, for some 
months, been of foreign origin. 


METALS—Although Treasury purchases of silver con- 
tinue at the rate of about $20,000,000 weekly, there has 
recently been little improvement in price on account of the 
large supply of the bootleg metal which is being smuggled 
under the Chinese ex- 


war, wholesale demand for gasoline in October rose to the 
highest for any like month on record. Now that prices 
are being restored in the New York and Chicago metro- 
politan areas, which have been the storm centers of cut- 
throat competition, this excessive demand in October is 
likely to be offset by a moderate slump later. Neverthe- 
less, the situation would be unusually healthy were it not 
for the bootleg products. Although truck shipments of 
“hot oil” still go unmolested it is at least temporarily 
encouraging to note that the Texas Railroad Commission 
has stopped the tank wagon traffic. We say “temporarily,” 
because the “hot oilers” are still watching for loopholes 
and, judging from experience, are likely to find them. 


CIGARETTES—Production in November is estimated 
to have been a third heavier than in November of 1933, 
with output for eleven months the highest on record. 
Most of the major manufacturers will probably show im- 
proved earnings this year, in spite of higher costs of the 
leaf. 


AUTOMOBILES—Tentative schedules call for a pro- 
duction of 850,000 cars during the first quarter of 1935, 
compared with an actual output of 750,000 for the first 
quarter of the present year; but there is some fear that 
labor trouble may again hamper production once the season 
is well under way. 


SULPHUR—Investors in the securities of domestic sul- 
phur producing companies will do well to keep a weather 
eye on plans of the Chilean government to subsidize inten- 
sive delevopment of that country’s northern deposits of 
sulphur. Chile is at present only fifth in importance among 
world producers of sulphites. The largest deposits, at 
Tecora, near the Peruvian border are controlled by 
British capital. 


Conclusion 


Prospects for recovery in world trade have been much en- 
hanced of recent weeks by promises of a peaceful settlement 
of outstanding differences between major European na- 
tions which, ever since the World War, have been largely 
responsible for a para- 
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at the average rate of 
only a million pounds 
daily; but secondary 
supplies are in almost 
unlimited supply here 
around the current ex- 
port price of 67% cents. 
Sales of lead and zinc 
continue to drag with 
little change in price, 
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Inventories of petrole- 
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lyzing nationalism. In 
this country a new 
spirit of co-operation 
between banking, big 
50 business and the Gov- 
ernment is already 


quickened pulse of 
business. With the pil- 
ing up of billions in 
idle investment funds 
the demand for high 
90 grade bonds is running 
well ahead of the sup- 
ply; so that the coming 
year should witness a 
considerable expansion 
in the flotation of new 
issues, with resulting 
stimulation to the capi- 
tal goods industry 
where improvement is 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








ALLIS-CHALMERS 
MANUFACTURING CO. 


It seems to me that Allis-Chalmers should 
do much better with any stimulation in the 
capital goods industries—and that this 
might be a good time to acquire another 150 
shares to average down 100 shares pur- 
chased at 3614.—B. D. K., Cleveland, Ohio. 


The point which you have made in 
favor of averaging down your commit- 
ment in the shares of Allis‘Chalmers 
Manufacturing Co. seems well taken. 
As you may know, the company is a 
leading manufacturer of heavy indus- 
trial machinery, electrical equipment 
and agricultural machinery and trac- 
tors. As such, Allis‘Chalmers has 
shown but little more than a minimum 
of recovery, reflecting the continued 
inertia of the capital goods industries. 
Last year a loss of $2,893,905 was but 
slightly better than in 1932; while oper- 
ations are still being conducted at a 
loss this year, the current showing has 
been more definitely in the direction of 
improvement. Total orders for the 
nine months of September 30, last, 
amounted to $14,301,206 against 
$9,407,976 the same months of 1933. 
For the same period the company had a 
net loss of $907,176, after charges and 
taxes, compared with a net loss of over 
$2,000,000 in the first 9 months of last 
year. Despite the successive losses suf- 
fered, the company’s financial condition 
continues excellent. Net current assets 
as of September 30, last, totalled $22,- 
125,711, or nearly $10,000,000 in ex- 
cess of outstanding debentures. 


Throughout the depression, the man- 
agement, not satisfied merely to main- 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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tain property and finances in strong 
condition, has continued to round out 
the company’s activities by the acquisi- 
tion of new properties at favorable 
prices. Conditions have prevented 
these properties from demonstrating 
their value from the standpoint of earn- 
ing power, but sooner or later they may 
be expected to contribute to the com- 
pany’s efficiency and profits. New 
products have been developed and 
older ones have been improved. There- 
fore, while the earnings of $3.81 a 
share on the stock in 1929 were a peak 
in the company’s earning power, they 
are not a true representation of the pos- 
sible earning power of the present or- 
ganization. The shares, obviously are 
essentially of longer term merit. At 
the same time, their inducements, predi- 
cated upon the revival of the heavy in- 
dustry, are decidedly more dynamic 
than might otherwise be true in the 
case of a company whose earning power 
has withstood the depression, and where 
the prospects of improvement, however 
promising, could result only in a rela- 
tively small percentage of increase in 
actual earnings. 





MOTOR WHEEL CORP. 


Do you think Motor Wheel should con- 
tinue to do better over the months ahead? 


Would you advise me to hold or sell 100 


shares on which I am just even?—E. A. R., 
Tampa, Fla, 


Motor Wheel Corp. ranks as the 
leading manufacturer of automobile 
wheels and its operations, therefore, 


tend to closely parallel those of auto 
mobile manufacturers as a whole. Re: 
flecting the sales improvement enjoyed 
by the latter during the initial 6 months 
of the current year, the company was 
able to report for that period earnings 
equivalent to 72 cents a share on its 
capital stock, against only 13 cents a 
share for the first half of 1933. Cur. 
tailed operations in the September quar- 
ter added less than one cent a share to 
earnings, against 23 cents a share in 
the corresponding quarter of last year. 
Financial condition as of September 30, 
1934, was strong, with total current 
assets of $3,117,970, including $464, 


‘656 cash, compared with current lia- 


bilities of only $336,828. Bank loans 
were entirely eliminated from the bal- 
ance sheet which is the first time that 
this situation has existed in more than 
four years. Although indications are 
that the company will show a small 
loss for the final quarter, net for the 
full year should be considerably above 
that for 1933, when the equivalent of 
14 cents a share was shown. In addi- 
tion to its wheel lines, the company 
produces radiators, window _ shield 
frames, fenders and a variety of other 
products used by the automotive in: 
dustry. Furthermore, barrels, both 
steel and wood, are manufactured as is 
also a line of oil burners and other types 
of heaters. The latter may become in- 
creasingly important from an earnings 
standpoint if the Federal housing pro- 
gram fulfills expectations. Sales of 
wheels to the automobile manufactur: 
ers, however, will doubtless continue as 
(Please turn to page 287) 
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Three Valuable Gifts—Free 
Gift No. 1— Just off the press! 


A valuable book in which four eminently 
qualified experts collaborate in explaining—— 


How to Make Profits in Securities 
Under the New Conditions 


A new book, in four parts, 160 pages, with flexible cover, lettered in 
gold, illustrated with graphs and current examples to clarify principles. 


Part I—“Security Markets under the New Deal”.—by A. T. Miller 
In this section Mr. Miller explains the vital changes that have taken place in industry and in- 
vesting because of government regulation and New Deal policies. He shows the effect on the new 
type market with restricted support buying—pool operation—manipulation. He shows how this 
may change the old type of market swings. He points out the safeguard to use in case of infla- 
tion and many other facts of practical and profitable use to the businessman—trader and investor. 


Part I!—“Choosing the Industry for Investment—for the Intermediate Profit Swings”.—by Edwin A. Barnes 
Today with some industries making real headway while others are slumping back it is essential 
for the investor to know how to check up on the outlook for the industry. Mr. Barnes clearly 
points out the various things to look for—industries most immune to New Deal influences—as well 
as those most vulnerable—labor factors—price control—taxation, etc. In addition the author 
presents a most interesting table showing seasonal factors that affect industries—when to buy 
and when to sell to take advantage of these fluctuations. 


Part I111—“Selecting Stocks for Investment or Speculation”.—by J. C. Clifford 
This is one of the most important sections, as upon the actual progress of your company depends 
your profits. The author gives you a clear picture of what to look for in selecting the individual 
company—whether it be for an inflation hedge—a speculative profit—or investment for income 
and profit. He points out what to look for in each case—which factors are the most important. 


Part IV—*“The Technique of Buying and Selling Under New Conditions”.—by Frederick K. Dodge 
With controlled markets, absence of pools and manipulation naturally new factors enter which will 
have a very direct bearing on price trends. The author clearly explains the sound basic princi- 
ples so necessary to successful investing and trading under the new conditions. He describes his 
method for detecting buying and selling points using charts of actual market conditions to illus- 
trate how the reader may apply them to his own investing and trading. 


GIFT No. 2 GIFT No. 3 


Stock Market Charts: How to Avoid Loss Through Knowledge 
How to Make and Use Them of Brokerage House Technique 
By John C. Duncan By George S. Banker 
This volume, should prove invaluable to every chartist and Since the Stock Exchange has come under Federal control there 
student of charts. It discusses the purposes of charts, what have been many changes that directly effect both the brokerage 


they reveal and how they should be made. It then treats Stock 
Market Averages in their relation to charts, the construction and 
functions of Price Charts (both “Line” and “Point or Figure’), 
Market Formations and what they indicate. Be sure to give 


house and the client. So that our readers may have a clear 
understanding of what is expected of both, we have prepared 
this brochure which gives the basis of successful dealings be- 


due consideration to the chapter on fundamentals. “Kinds of tween you and your broker. Even seasoned traders will find much 
Stocks to Chart”, “Charts of Individual Stocks” and “Use of valuable information in the handy pamphlet “How to Avoid 
Stock Price Charts”. Loss Through Knowledge of Brokerage House Technique”. 





Special Offer on Next Page Shows You How to 
Get These Three Books Free 
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A Christiias Gift’ That 











For Yourself, for Father, Son, Friend or Business Associate 





The gift that lasts forever and can never be taken away from you is knowledge and superior judgment. It 
is the key to success and happiness, and will become more so now that the business and investment outlook 
is based on realities. Facts, now more than ever before, are essential to real progress in 1935. 

This year of all years, no Christmas gift you send can be of more practical value or compliment a man more 
than The Magazine of Wall Street. It indicates to the recipient that you have faith in his “making the 
grade” and twenty-six times a year he is reminded of your thoughtfulness. He will read it with satisfac- 
tion—at first because he knows you expect him to. He will continue reading it because he will speedily 
realize that he derives more practical value through its pages than through any reading he has done before. 





A Subseriber’s The Magazine of Wall Street Will Interest 
Christmas Suggestion Your Business Associates—in whose hands you will be placing, fortnightly, 
“I have decided to give my an authoritative interpretation of vital economic forces affecting industry, 
friends the best Christmas gift credit and investment—all facts so briefly and simply put as to enable them 
ee neatotborac=aed uiiies to put their knowledge to practical use in their current business affairs. 
of cael financial position they The Investor—because it gives him sound guidance—shows him how and 
will find it an instructive guide when to invest safely and profitably—points out the danger signals to avoid 
and a business essential.” loss—develops his own investment judgment. 

R. S. G., Des Moines, Ia. Executives and Employees—because it gives them the basic fundamentals 
so essential to sound thinking and business progress. Many business con- 

3 GI wi I S cerns make it a yearly custom to present a subscription to their principal 

employees. 
This Miaweiine Your Son and Daughter—because you want to round out their education and 
of Wel Street .nc<sc $7.50 prepare them for the business of practical life. ; 
sea Ati iar Yourself—because the inspiration of its common-sense advice is a steadying 
Ror rc’ ergy adh wea force that will yield excellent dividends out of all proportion to its costs. 
ee Cee «ES Here is the Offer Giving You Three Gifts Free 
ne pape FREE This Offer is Extended for 15 Days 


Send us $7.50 for a gift subscription to The Magazine of Wall Street for one year, beginning 
F $7 50 with our Christmas Number, and we will not only include our new 160-page book “How to 
or Make Profits in Securities Under the New Conditions”’—but also the two brochures offered 
z on the reverse side of this page. You can send the Magazine as a gift to one friend and 
The price of one the books as gifts to two other friends—three gifts at the cost of one. 







SORES Mail This Christmas Gift Coupon Today #&% FOLIO 
THE MAGAZINE OF WALL STREET, 2 
90 Broad Street, New York, N. Y. x 
, Ar 
ig I enclose check for $7.50 for 1 year of The Magazine of Wall Street. It is understood that I am to receive free a copy ¢4 
% of “How to Make Profits in Securities Under the New Conditions”, and the two brochures described on reverse side. 
5 
x vd 
Be BCMA oi iS dl sided se tccseccnceecesccenetseessccesesoes Ribrratheeca rine a coecenied orsisss hsb bad basdb ectitctwreseuy S 
f ORS SCS SEee La alice bans anikoninehooaeeehs sodas ek ook Res S Cadi Gk sh pc SuiawAGNG aws + ie aalaclowws ake tehes Z 
Am (0 Check here if you want us to send Gift Card. is 
¥ wv 
ms NOTE: The Magazine may be sent to one address and the books to another. If the person for whom the gift * 
7 subscription is sent is already a subscriber, the subscription will be extended for one year. r 
is (Canadian Postage 50 cents extra per year; Foreign $1.00 extra). Z| 
2 IO RS ee INR eB rR SR TR OE rR AOR rR SB IA NB OPIS Sa Pa a Se NOAA Meat 
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In 1935 Many Securities Should 
Advance Into Their Normal PriceRange* 








A to B—Subnormal Price Range where security 
prices have fluctuated for the past three years 
A solid base has now been established from 
which selected issues should advance sub- 








D stantially. 


*B to C—Normal Price Range which should 
be reached shortly by many sound issues ~ 
The Administration's objective is to raise 




















prices to approximately 1926 levels when the 
Dow-Jones Industrials ranged between 135 


and 166. aes 
4. ra 















































C to E—Boom Period Price Range which was 
established for a short, abnormal period only. 
Notice how the crash met with resistance when 
it reached the Normal Price Range. 
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pecan 1935 let The Investment and Business 

Forecast assist you in taking vigorous measures 
to recoup any past losses and strengthen your financial 
position! With its 16 years of successful experience, 
vast facilities and important contacts, it can guide you 
in securing substantial profits during the coming major 
recovery year. 


CONVINCING BULLISH EVIDENCE 


Contra-seasonal gains are being made by business 
with further progress indicated. A spending program by 
industry for replacement and modernization of equip- 
ment is underway—$500,000,000 in expenditures are al- 
Teady in sight and the program is likely to reach a 





billion dollars by Christmas. Closer cooperation now 
exists between business, the banks and the Administra- 
tion. Throughout 1935 we anticipate credit expansion 
and inflation, combined with huge public works and 
government spending programs. 


NEW MARKET LEADERS SELECTED 


After the most careful analysis, our market and security 
specialists have chosen several sound common stocks 
offering exceptional profit possibilities for a sharp rise. 
Now is a strategic point in the market to weed out your 
weaker holdings and concentrate your funds in these 
potential leaders. To profit through the moves of these 
stocks, mail your enrollment and remittance today! 


ee ee re — 
| THE INVESTMENT AND BUSINESS FORECAS1 | 
of The Magazine of Wall Street 
| 90 BROAD STREET NEW YORK, N.Y. | 
| I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I understand that regardless of the | 
telegrams I select I will receive the complete service outlined by mail. ($125 will cover an entire year’s subscription.) 
| Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has | 
| had time to reach you.) 
Short-term recommendations following the intermediate rallies and declines (to secure | 
| TRADING profits that may be applied to the purchase of investment and semi-investment securities). 
ADVICES Four to six wires a month. Three to five stocks carried at a time. $1,000 capital sufficient | 
| to act in 10 shares of all recommendations on over 50% margin. | 
UNUSUAL Speculative investments in low-priced but sound issues that offer outstanding possi- 
| CJ bilities for market profit. Two to three wires a month. Three to five stocks carried | 
OPPORTUNITIES at a time. $500 capital sufficient to purchase 10 shares of all recommendations on over 
| 60% margin. 
C] BARGAIN Dividend-paying securities entitled to investment rating, with good profit possibilities. | 
| INDICATOR Two to three wires a month. Three to five stocks carried at a time. $1,000 capital 
sufficient to purchase 10 shares of all recommendations on over 50% margin. | 
| | TEL ETL E ET REE LEER TCR EL ECE CAPITAL OR EQUITY AVAILABLE........eeceeereseeeessreece | 
| I ec Ais. one nion kh dacdon ¥en 550540404624 s4 sac aRibeasaNeraa sane desenanetnendtae<odadnseseneheaeeaeeNeetNee | 
| OT ERIN CRI I Tae AEE ee |) a a aa mee ee ee are a rere er ee eee ee Dec. 22 | 
Include a Complete List of Your Present Holdings for Our Analysis and Recommendations | 
—Ww A <<< re i 
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Investor’s 
Pocket Guide— 


The 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying—then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1525 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represented by 
the investments in which you are 
interested. 

—the industries — the companies 
which are going ahead — those 
which are declining. 

—funded debt, if any. 

—dividend rates—and dates. 

—the 1932 and 1933 earnings—the 
interim earnings for 1933 and 1934. 

—the 1933 and 1934 price ranges. 

—ticker symbols. 

—*the “low prices” since July 1st, 
1933— so important in figuring 
minimum margin requirements and 
maximum loan values under new 
market regulations. 


Only $2.50 a year will bring you 
“Adjustable Stock Ratings’—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
tion you can possibly secure—equal to 
services costing up to $40 and $50 a 
year Or more. 

* We have just completed handy, pocket-sized 
tables which, using the “lows” since July Ist, 
1933, as given in “Adjustable Stock Ratings,” 
ean enable you to find minimum margin require- 
ments and maximum loan values at a glance. 
You can have a copy of these tables, free, if your 
subscription is received within the next 10 days. 


Mail your order now— 


The MAGAZINE of WALL STREET 
90 Broad Street, New York 

OHI enclose $2.50. Send me 
ADJUSTABLE STOCK RATINGS 
monthly for one year—also tables of 


“Minimum Margin Requirements and 
Maximum Brokers’ Loans” FREE. 
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1932 1933 1934 Last Diva 
= A — “~ - A ~ le $ Per 
A High Low High Low High Low 12/12/34 Share 
DR Doh e sien oe san nnn scene es 94 17% 80% 8456 7383 4514 5334 {2 
Atlantic Coast Line...0102222/2/2/11 44 9%, 69 1654 543, 2454085 a 
B 
Baltimore & Ohio......... ers 21% 334 37% 84 3444 18% 144% ca 
Brooklyn-Manhattan Transit........ 60144 11% 414 2134 44% 2814 41% t.75 
Cc 
Canadian Pacific................... 1% 207% 1% 184% 10% 115% os 
Chesapeake & Ohio....... 93% 494 2454 485, 39% 44 2.80 
C. M. & St. Paul & Pacific. 34 11% 1 84 21 2% sa 
Chicago & Northwestern..... 2 6 1% 15 4% 5 
Chicago, Rock Is. & Pacific 14% 104% 2 64% 1% 1% 
D 
Delaware & Hudson............... 9214 32 9334 375% 7344 35 4234 
Delaware, Lack. & Western......... 45% 8% 46 17% 3334 14 18% 
E 
ND I ss. dicecacnesnodensseswns 1134 2 2534 834 247% 93% 12% 
G 
Sront Worthors Pl... .........0.0205 25 6% 3334 454 3244 12% 16% 
H 
Hudson & Manhattan.............. 3034 8 19 64 18% 4% 5 
I 
Illinois Central...................+. 24% 43, 5034 8% 38% 185 17 
K 
Kansas City Southern.............. 1534 24% 824% 6% 1934 654 134 
L 
NE oy wSwis ban ke's oe 2914 5 2734 85, 21% 9% 104 oa 
Louisville & Nashville... 2.22... 2... 3814 7% 67% 214% 6236 373 4634 $3 
M 
Mo., Kansas & Texas.............. 13 14% 17% 534 14% 43% 6 
Missouri Pacific...............+++: li 144 10% 1% 6 2 
N 
Ow TOM COMER, 2. occ icccevccee 3654 834 5814 14 4544 18% 21% 
MM, ¥., Hi. HE. & Hartford. .......2000 819s 6 34% 11% 4% 1% 8 3 
N. Y., Ontario & Western........... 155, 85% 15 74 115% 4% 54% °- 
Norfolk & Western................. 185 57 177 111% 187 161 1694 *.10 
Northern Pacific Pag eerenneesenenies 2534 5% 347% 954 3644 14% 20% x 
Pennsylvania .................+200 2334 64 A 1334 394% 20% 2334 1 
a eee 2144 6 3534 6% 27 114% 1354 
R 
DECC ccata nica iecanasseewes 5214 94 6214 2314 5634 35% 42 2 
Ss 
St. Louis-San Fran................. 6% % 9 % 454 13% 1% 
Southern Pacific................... 3784 645 3834 1114 335; 14% 1754 
Southern Railway.................. 1814 21, 36 4% 36145 114 16% 
T 
Memes DB PAGES. 2... 2... ccscsceess BS 13 43 15 4344 13% 22 
U 
SOCIO ski nucaeseeeeeessnnn’ 9414 2754 132 614% 133% 90 105% 6 
WwW 
Western Maryland...............++ 1134 1% 16 4 174 1% 914 
e e 
Industrials and Miscellaneous 
1932 1933 1934 Last Div'd 
A. A Sale $ Per 
A High Low High Low High Low 12/12/34 Share 
Adams Express...............000+ 94 15 13144 3 11% 6 7 ¥ 
er IN, BIRD 0c sin cove scesses 6314 30% 112 47% 9134 1104 41% 
EN CR ans a om bse dace ae. 165% 734 33 11% 23% 165% 183g *1.20 
RMAPRNT OOD... 0... 55000 cee 354 3 84 % 5% 1% 1% o. 
Allied Chemical & Dye............. 38144 426 152 7034 16034 115% 133% 6 
Bilis Cionlinors Bile... ... ... ww ccceces 1534 4 2634 6 23% 10% 1434 is 
Amer. Brake Shoe & Fdy........... 17% 6% 4216 9 38 19 24 .80 
oo 1 eee 13% 295, 100% 4916 10834 90144 106% 5 
BO. COAT POF wc isc scoccecccee 7 3% 3934 6% 838% 12 17 yy 
Amer. Com’l Alcohol............... 27 11 89% 13 62144 2034 3154 
American & Foreign Power.......... 15 2 1954 3% 1334 44 44% 
Amer. International Corp........... 12 2 15% 44% 11 434 % 
Amer. Mach. & Fdry............... 224% 1% 2234 834 22144 123% 20% 1 
Amer. Power & Light............... 174 38 19% 4 123, 3ig 854 
Amer. Radiator &S.S.............. 18% 3% 19 45, 175g 10 14% 
Amer. Rolling Mill................. 18% 3 31% 634 2814 1314 1934 
Amer. Smelting & Refining.......... 27% 5% 5314 1034 614% 30% 3534 
Amer. Steel Foundries.............. 153 38 27 456 2654 1034 16 
Amer. ww ge Rae 39% 13 74 21% 72 46 6414 2 
Ss ICE Donte osc cca ccnascs 137% 704, 13434 8644 1254 100% 109% 9 
Amer. Tobacco Com..........0.s00 8634 4044 9014 49 8544 6544 796 5 
ORE BU Mi esccccscascosssccecses UOk 44 9434 5034 89 67 82 5 
Amer. Water Works & Elec......... 84% 11 4314 10% 2754 123% 1334 1 
ey ER ee 10 1% 17 344 17% f 754 a 
are pe peserevesseces 39% 15% 6744 2254 8334 36 38 {2% 
Anaconda Copper Mining........... 1934 8 227 5 1734 10 1034 sie 
DR ere 21% 854 32% 123% 354% 421% 244% 1 
MMSE... .:,..2022002000022 1515, 98% 841, 81° 575; 1615 2454 
Aviation Corp. Del.. 2222222222212! 8% 136 16% 634 1034 33% 656 
B 
Baldwin Loco. Works............... 12 2 17% 3% 16 4% 5% 
Barnsdall Corp.........-.....s.02.. 7 3% 3 10 5% OGeOC:; 
Beatrice Creamery ...........0000 4314 10 27 7 19% 104% 17 as 
Beech-Nut Packing............... . 453% 29 7044 8465 7654 58 76 #334 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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1932 1983 1934 Last 
- - 2 a ig Sale 
B High Low High Low High Low | 12/12/34 
pate DMR Son cers ck ites oces 1834 4% 21% 6% 23% 98% 153 
MIR OD.snsasc.s.<s020.0 “peti 24% 2©=—5%t=«D 9 7 =< = 
Bethlehem Steel Corp.............. 295 1% 49 x 49 24% 2934 
Ut MieMMMNML, ...-020..202.0 2002 22%, 864%, Ss % 68%, «4aig SB 
Borden Company.................. 431%, 20 37% «= 18 284, 19% 28% 
Borg —. ye Peer Tete its 2 re 4 352 293 16% 28 
Briggs Mig... 2.0.2. cvcscsccces 26 12 5 
phew. 3 Adding Machine. sh iis isd bi@sOeeSks32 does 
Byers & Co MIND 26 7° 4888 308 1882 2856 
Cc 
Canada Dry Ginger Ale.. ert: 6 414 1% 29% 12 153 
8 SE Serer rrr eCrerre 6534 16%4 10314 30% 8634 3 5134 
caterpillar See ghost 5 4% 295, 554 35% 33 33% 
A ir erer 1254 14% 58% 4% 44% 17 80% 
Cerro de Pasco Copper............. 5% 3% 4434 6% 4344 30% 414% 
Gemancalee TOTP. 2 cic cccccccccccee 2034 4% 5214 14% 48% 84 43 
Peemeler COED... .. ccceccscwcccceces 21% 5 5754 1% 60% 29% 877 
TS SO ere rer 0 68144 105 13% 57 K% 55% 
Colgate-Palmolive-Peet .. caces Saas 104% 223% 7 18% 93% 17 
Columbian Carbon.............5.4. 41% 134 71 23% y% 88 72 
Colum. Gas & Elec................. @ 4% 28% 9 19% 6% 1% 
Commercial CreGit...... cccccccscces 11 3% 19% 4 3942 18% 37 
Comm. Inv. Trust..............+6+- 27% 10% 4314 18 1 3534 57 
Commercial Solvents............... 1334 3% 574% 9 3634 1534 21% 
Commonwealth & Southern......... 5% 15% 6% 1% 334 1 1% 
Congoleum-Nairn.................. 12%, 61 275% 13% 35% 22 3312 
Consolidated Gas of N. Y........... 6834 3144 641% 34 473, 214% 2234 
an 425s sos nees 9 4 155, 64 144% COT 75 
Continental Baking Cl.A........... 8 2% 184 3 145% Hs) + 
Continental RESP eee 41 175% 7834 3514 6444 5634 60 
Continental Insurance.............. 2544 634 3614 10% 3644, 23% 5 
JS ee ere 9% 356 195 4% 2234 381534 1734 
Com Products Refining............. 553 2434 905 4534 8444 55% 65 
Oe Co OS eee 23% 1% 65 144% 36144 1834 2414 
Cudahy Packing Bet Rig Mead cra obs 3514 20 5914 2034 5254 387 46 
Curtis Wright, Common............ 3% K 4% 1% 54% 2% 2% 
D 
SIDE MEIER © oss vs.n's ess sven eesiee 19% 12 291% 174% 2814 +«=21 25% 
a ae 12% 1% 39% 12 464% 32 3614 
Deminion Stores.........0.006..02 IB 114% 26% 104 3 114% 1134 
ere 185% 5 1844 10% 284 144 22% 
Du Pont de Nemours............... 69% 22 963 324% 103% 954% 
E 
MAT MUO CO. oc. cccinccsss cds 87% 49 35% 8934 — 46 116% 79 1113 
emCTIC AMO TAG. o0.ccw cc cccceccces 3234 8% 274 10 31 44 15 26 41 
Elec. Power & Light.. id's hs eer 234 15% 3% 954 2% 3 
Electric Storage Battery... oe Ae 33% 1254 21 52 34 4614 
Endicott-Johnson Corp............. 37% 16 4 62% 26 63 45 537% 
F 
Firestone Tire & Rubber............ 18% 104% 314% 9 25 13 16 
First National Stores............... 5414 35 7034 s" Soi baie % 
SS See 5% 1 19 12 17% 8’4 13% 
} Freeport | Se ee 2854 10 4934 16% 60% 21% 2454 
G 
General Amer. Transpt............. 3534 ] 9% 434 1334 435 30 37 
OS eS arr 15% 434 7 4% 35% 12 ie? 
Lh RS ere 1954 104% 20% 10% 143% 6% 1% 
General — i ects andl 6 aerpihae eee Oe 261% 8% 3044 1044 254% 16% 19% 
General Foods.................+--. 40% 1954 39% 21 36% 28 34 
SINT NUE oso ora. oie e stelas-e-v.0-46% 4815 28 71 8514 6414 61 60 
General Motors Corp.. wee 245% 154 3534 10 2454 31% 
General Railway Signal. . coves, MOR 6% 4916 13% 4534 2314 27% 
General Refactories................ 15% 1% 19% 2% 23% 10% 1634 
Gillette Safety — ead eas okie 244% 10% 20% 15% 14% 8% 1334 
Glidden Co.. Pe, 8 | 3% 20 334 283, 155 265% 
Gold Dust Corp.. roth ta A taln S96 a Go 844 2734 12 23 6 17% 
Goodrich Co. (B. FB): sig Rat Gmi 0 ew 123% 2% 21% 3 18 8 11 
Goodyear Tire & Rubber........... 2934 5% 41% 94% 41% 18% 2334 
Great Western Sugar.. jai cusses ae 3% 41% + 3544 5 
H 
Hershey Chocolate.............005% 4314 72 354% 738144 48% 712% 
Hudson Motor Car.. sesecces Smee 2% 1634 3 2414 6% 1 
BPO MOOS COS. .o5 50 vase ciececsses 53% 1% 134 15% 14 1% 2% 
I 
4 Ingersoll-Rand. . iGwsuiesss ee 1434 78 19% 7334 4914 
Inter. Business Machines........... 117 6244 153% 7534 64 131 161% 
RSME. 6 os sAcu-ss Sei ok envi 1834 356 40 6% 3734 18% 27 
Ee ne 34 1034 46 1354 46% 234% 37 
Inter. DeAM is fs 65 935 519 6's bie 8\6/0 0 20 12% 3% 23% 6% 294% 21 22% 
International Shoe............0.00+ 443% 2014 5634 24% 50% 38 4314 
Me Wels We Wal..........0-0c00cc; 155, 254 9152 51% 175 TH 85% 
PE MaRviNlS 5.0.05 ioin sss vsieice vee 83% 10 6314 1244 6634 39 514% 
K 
| Kelvinator... A 10% 234 155 3% 214% 115 16% 
Kennecott Copper - . 1914 4% 26 13% 23% 16 1654 
(SCS. aera 9 65 16% 5144 2234 1834 2014 
Kroger Grocery & Baking.. 18% 10 3556 14% 3356 2314 29% 
EC RSS Oe 5634 25 41\% 19% 313g 22% 9 
SPOS MEE a ocho s sic uieie'e sieinise's- §1% 30% 7934 3744 78 6444 11% 
Libbey-Owens-Ford..............4- 93% 334 373% 434 4374 2244 27% 
Liggett & Myers — Ae oe a er 6744 34% =" 494 111% 174% 108% 
Liquid Carbonic... es . 9 104 3534 16% 2714 
loew's, Inc........ sy 134% 884 0«O 8k 80 is 3454 
Janse Wilos Biscuit... . : 1644 443% 1944 4434 33 35 
NIN, secre 9 253% 1034 2854 165 91% 
: od 
oe ia, Inc.. Ugescssess 10 3878 13 4134 22 2634 
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Electric Bond and 
Share Company 


Two Rector Street 
New York 























“STOCKS — 
COMMODITIES 


Folder — margin 
charges and 
Cash or Margin Accounts 
Inquiries Invited 
“Brokerage Service Since 1898” 


other leading exchanges. 
60 Beaver St. 


eb BONDS 


epiooment ts, commission 
trading units unbed on request 


SPRINGS & CO. 


Members New York Stock Exchange and 


New York 














Stocks 


Analysis on request 


EMANUEL & Co. 


Members New York Stock Exchange 


32 Broadway 





Merchandising 


Listed on the New York Stock Exchange 


New York 














OPENING AN ACCOUNT 


Ask for booklet MG6 
Any listed securities bought and sold 


(isHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway 


Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 


New York 




















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request. 


Established 1898 
Members New York Stock Nee Yo 
39 Broadway New York 








John Muir& ©. 











Endicott Johnson Corporation 


Dividend No. 63 


The Board of Directors has declared a quar- 
terly Preferred Dividend of One Dollar Seventy 
Five Cents ($1.75) per share, and a Common Di- 
vidend of Seventy Five Cents ($.75) per share, 
payable January 1, 1935 to stockholders of record 
as at the close of business December 18, 1934. 

Checks will be mailed by Irving Trust Company, 


Dividend Disbursing Agent. 


MAURICE B. PAGE, Secretary. 


December 6, 1934. 








A Business Bond 


You have a tangible bond with the com- 
panies whose stock you own. Buy their 


products—it keeps them busier. 


Many 


of them advertise in The Magazine of 


Wall Street. 
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JUST A STEP 
FROM TRAIN TO 


OMMODORE 





AND THENCE TO ALL 
NEW YORK’S BUSINESS CENTERS 


Step from Grand Central directly into the 
Commodore lobby, select your airy, con- 
venient room—and in a matter of minutes 


you 


are ready for a rush appointment or 


for food, rest and recreation, as conditions 


dictate. 


Express subway from lower lobby. Easy 


access to all business, shopping and theatre 


areas. Real interest and intelligent coopera- 


tion 
and 


from a staff accustomed to serving busy 


discriminating people. Rooms from $3 


THE COMMODORE 


On 42nd Street at Grand Central, New York 


Frank J. Crohan, President 











LOEW’S INCORPORATED 


* THEATRES EVERYWHERE”’ 
December 13th, 1934. 


HE Board of Directors has declared a 

quarterly dividend of 25c and an extra 
dividend of 75c per share on the Common 
Stock of this Company, payable on the 31st 
day of December, 1934 to stockholders ot 
record at the close of bus.ness on the 21st day 
of December, 1934. Checks will be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 











= 





Keep Your Stocks Earning Dividends 


Buy 


with—Trade with—Deal with—the compan- 


les whose stock you own. Many of them adver- 
tise in The Magazine of Wall Street. 
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New York Stock Exchange 
Price Range of Active Stocks 











e 7 e 
Industrials and Miscellaneous (Continued ) 
1932 1933 1934 ios hp 
M High Low High Low’ High Low 12/13/84 Share 
Mathieson Alkali............. . 20% 9 4654 14 4034 23% 2734 1% 
May Dept. Stores.. . 20 9144 33 934 4534 30 4434 1.60 
McIntyre, Porc M. 215% 13 48 34 18 50 i 3814 41 2 
McKeesport Tin Plate... . 6234 28 9534 44% 95 79 90% 4 
Mont. Ward & Co................. 1614 3} 287% 85, 3554 20 2854 
N 
EC) Ce ar 1934 8 27 11% 38% 125% 17% 1 
National Biscuit. . Fkjkin hie Nn 20% 6054 3114 4914 25% 2854 2 
National Cash Register A ae Sars 1834 6% 2354 5% 235g 12 17% 50 
National Dairy Prod.. saab seewe Oe 14% 2534 10% 18%4 13 16°%4 1.20 
National Distillers................. 2714 13 3514 207% 315g 16 267% 
Nationa! Power & Light.. veseee 20% 654 20% 6% 154 6% 7% 80 
CE ee eee 33% 1344 65% 15 584% 3414 4314 1 
North Amer. Aviation............... 6% 1% 9 4 84 254 3% 
North American Co................ 4314 1334 3614 124% 2514 10% 1234 1 
ee reed 11 5 175% 43% 157% 84 934 *.45 
RE 5 cs kosn ew vaecss nao 22 9 25% 10% 1933 13% 1414 60 
7 SS Eye Ape Sie aera 94% 1% 94% % 8 3% 5% 
pS are ere 4244 12 9634 3114 94 60 8214 4 
P 
Pacific Gas & Biocitic............... 37 16% 31% 15 234 12% 14144 1% 
ee ee 414 2034 433% 22 37 2034 2254 3 
Packard Motor Car................ 5% 1% 6% 1% 654 2% 4} oe 
Paramount 9 a eee 6 ae 1144 1% 2% \% 5% 134 34 es 
Penney Gg. C.) eee 56 194 7234 614% 71% %4.40 
Peoples as— Chicago ine De ks 39 78 25 43% 19% 21 ox 
Phelps Dodge Corp..............+.. 4125 3% 18% 4% 18% 18% 1434 t.75 
Phillips Petroleum................. 8 2 1834 434 2034 13% 1444 1 
Procter & Gamble.................. 425; 19% 47% 195, 443, 33% 4314 "1.70 
Public Service of N. | RS ee: 60 28 57% 3254 45 26 3034 2.80 
y MTSE Gees sass aes nba s< 28 10 58% 18 5934 3514 arf) 3 
2 Se ee 6% 27 1534 24 14% 6% 
Purity Bakeries SubuLR eine ceenreaniscn 15% 43% 25% 5% 193% 8% 934 1 
R 
Radio Corp. of America............. 134 24 12% 3 9% 4% 34 
oo ---- 9 di idea nd tes 1% 5% 1 44 1% 
ees. ; ceceekonsess EEO 1 114% a4 133 6 9% 
> eee 13% 1% 23 a 25%, 10 1334 
Reynolds (R. or) ou kG te. es 40% 2614 6414 26% 5334 39 5054 8 
Ee a iscsa sc cusasesaces 2334 12\% 3934 175% 39% . 285% 2944 $1.35 
s 
LS) eee eres 593% = 80 623% 28 57 384 4 3 
Sears, Roebuck & Co............... 873% 9 47 12% 613% 363 39% ot 
Seaboard Oil—Del................. 20% 65 43% 15 3834 2034 25% ps | 
I 5% 144 14 1% 9 4% 6% “ 
2 |S err 12%4 5 134% 5% 13% 6% 8% 35 
1 ery anaes 834 2% 1154 4 11% 6% a 
Simmons Co.......... . 13% 234 31 43% 24% 8% 10% .: 
Socony-Vacuum oe . 124% 5% 17 6 19% 12% 1414 60 
. Cal. Edison.. . 32% 153% = 38 14% 22% 10 12 1% 
Standard Brands... 17% 83 3754 1334 2544 174% 1834 1 
Standard Gas & Elec. Co 3414 7 224 5% 7 5 5% 
Standard Oil of Calif.. 31% 15% 45 19% 42% 26% 31 1 
Standard Oil of N. J.. . 87% 19% 47) 2234 504% 39% 414 ps | 
Sterling Products.............. oS, ae nea 63 4534 664% 47% 591% 3.80 
Stewart-Warner.................44 84 1% 11% 214 1054 44 8% 
ee 17 £7 45 194% 5% 13% 434 4% 
Studebaker Corp.........2l 0212) 18% 8 8% 1146 9% 1% 2 
= 
NE ED ns ce akkw eae 18% 9% 30% 1034 2934 193% 204% 1 
Texas Gulf Sulphur................ 2634 12 454 154% 434, 30 34 2 
Tide Water Assoc. Oil.............. 55% 2 1134 3% 14% 8 83 
Timken Roller Bearing............. 13% 3514 1334 24 33 "1 
Transamerica Corp................ 1% 2 93% 254 814 5% 5 3.25 
Tri-Continental Corp............... 304 1 834 234 64% 3% 8% 
U 
Underwood-Elliott-Fisher........... 24% 1% 3914 9% 58% 36 57 
Union Carbide & Carbon............ 363% 1514 61% 19% 50% 35% 45 1.40 
OE SS Raa ath 8 2334 8% 20% 11% 15% 1 
United Aircraft ” end iksbaexsses 34 6 46% 164 15% 8% 14 
United Carbon.. 18 654 38 1014 503% 35 49, «2.40 
SEEMED ono sos bbe 6 2510005 0556 14 3% 144% 4 8) 234 2%¢ 
SMD WU... 0... secs cases 39% 20 40% 22% 37% 24% 2414 3 
Le i ae eee 3234 10% 68 23% 9 73 3 
ee eee 2 9% 25 13% 20 % 115% 1234 1.20 
U. S. Industrial Alcohol 36% 13 94 13% 64% 32 4314 
i os his Skis ok be 0 wo 5 3 18% 7% 22% 6% 15% 19% 50 
5 "ae eee 1134 14% 2% 1234 4 6% 
5 RR ere 10% 1 25 2% 24 11 16 
U. S. Smelting, Ref. & Mining....... 2234 10 10554 13% 141 9654 12814 {9 
Ue OE OED on obs os 00 sca seeee 5254 214% 23% 59% 293; 
IB ae are 13 5144 105% 53 9914 6714 % 2 
oS ae 103% 14% y 1% 634 134 2 
Vv 
MERSIN Success svspeecces 2334 5% 36% 754 3134 14 1834 
WwW 
Warner Brothers Pictures........... 4% % 9% 1 84 234 4% 
Western Union Tel................. 50 123 77% 1744 66% 29% 3414 . 
Westinghouse Air Brake............ 134 9% 3554 1134 36 15% 24 50 
Westinghouse Elec. & Mfg.......... 43 1554 5834 19% 4744 37% 33% ee 
Woolworth Co. (F. W.)............. 4554 22 50% 25% 654 414% 5234 2.40 
Worthington Pump & Mach.. oo = 5 39% 8 31% 13% 1934 ‘: 
WME CINE BED so oS cine sanscoseaies 57 25% 874% 34% #«# 75 6444 «73% “3h 


t Paid this year. * Including extra. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREE! 
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Pe Answers to Inquiries 
(Continued from page 280) 
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the chief profit determinant and in view 
of the favorable 1935 outlook for these, 
the shares are believed to possess attrac- 
tion for continued retention. 











BROWN SHOE Co. 


Do you see anything unfavorable in that 
Brown Shoe earned only $3.71 for the last 
fiscal year as compared with $4.89 in the 
previous period? Are you advising the con- 
tinued retention of its stock?—E. F. S., 
Pittsburgh, Pa. 


On the basis of present indications it 
is our opinion that holders of Brown 
Shoe Co. common stock need not be 
unduly concerned over the rather sharp 
drop in earnings during the past fiscal 
year. Reflecting restricted profit mar- 
gins and inventory adjustments, profits 
for the company’s fiscal year ended 
t% F October 31, last, were equal to only 
$3.71 a share on 247,000 shares of 
2-8 F common stock, compared with $4.89 a 
share in the previous fiscal period. The 
extent to which these factors were re- 
sponsible for the decline in earnings is 
suggested by the fact that the com- 
pany’s net sales in the most recent fiscal 
year were nearly $3,000,000 higher 
}than in the 1933 year. At the present 
time, however, the company is obtain- 
*t fing the advantage of lower cost inven- 
.% | tory replacements, a condition which 
‘* Fooupled with better profit margins 
“fi, | ugurs well for improved earnings in 
the current fiscal year. Barring unfore- 
‘{ Pen developments, therefore, there 
3 af | Would seem to be an excellent possibility 
.. [that the most recent drop in earnings 
will prove to be largely of a transitory 
nature. Amply provided with current 
q | fesources, dividends are regarded as 
secure and the shares may be retained 
t.36 | for strictly income purposes. 
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JEWEL TEA CO. 


Please inform me if you are advising the 
retention of Jewel Tea now, when this and 
other food chains are right at their highs 
fer the year. Do you think a switch might 
be the best investment policy?—R. D., Ma- 
dison, Wis. 


- Bs Bywoce: me em 


a 
o 


Operations of Jewel Tea Co. are con- 
ned principally to the manufacture 
}and distribution of staple groceries. In 
addition to more than 80 stores in Chi- 
}@go and its environs, the company 
operates auto-truck direct-to-consumer 
toutes in approximately 43 states 
throughout the country. During the 
four weeks ended November 3, last, 
the company was operating an average 
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‘ The public utility system of “Qs 
Standard Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 




















of 1,537 units, including stores and 
truck routes, as compared with 1,450 
a year earlier. For the 44 weeks ended 
November 3, 1934, the company’s 
sales increased 20.4% to $14,269,319 
from $11,848,922 in the like period of 
1933. In spite of its increased tax bur- 
den, the company earned $702,642, or 
$2.51 a share on the capital stock for 
the first 28 weeks of this year, as 
against $305,638, or $1.09 a share for 
the like period of 1933. The aggressive 
policy of the company in seeking new 
business stimulated by the wage bonus 
to employees has done much toward in- 
creasing its sales in the current year. 
Moreover, the good-will built up and 
maintained by the company during the 
years of depression, constitutes an im- 
portant factor in its continued expan- 
sion. The company is in a strong finan- 
cial condition and there is little ques- 
tion but further earnings gains will be 
recorded as public purchasing power 
attains more normal levels. Hence, 
despite the fact that the shares have 
already enjoyed a rather substantial ad- 
vance in the market, retention of your 
holdings is believed the best course to 
follow. 


DEVOE & RAYNOLDS CoO., INC. 


I noticed that Devoe & Raynolds sold off 
over 3 points in one week, I am wondering, 
therefore, if you consider it favorably; if 
you think I should continue to hold?—G. F. 
M., Denver, Colo. 


The shares of Devoe & Raynolds Co. 
class A common stock present them- 
selves as a logical candidate for partici- 
pation in the continued success of the 
government's efforts to promote home 
modernization and the resumption of 
building activities. The company is a 
prominent factor in its field, manufac- 
turing a diversified line of paints, 
varnishes, enamels, floor stains, brushes, 
etc. In addition to operating its own 
system of 28 retail stores, the company 
obtains wide distribution through in- 
dependent dealers. Its products are 
well-known and are extensively adver- 


tised. While the company’s detailed 
report covering operations for the fiscal 
year which ended November 30, last, 
is not yet available, it appears probable 
that earnings will compare favorably 
with results in 1933, when the 135,000 
shares of combined class A and B com- 
mon stock earned the equivalent of 
$3.78 a share. In the first 6 months of 
the past fiscal year profits totalled 
$269,377, as compared with profits of 
$48,629 in the corresponding months 
of 1933. While increased material 
and labor costs this year may reduce 
profit margins to some extent, earnings 
were doubtless sufficient to cover regu- 
lar and extra dividends aggregating $2 
annually by a wide margin. Financial 
position of the company is such that 
dividends could be placed on a regular 
$2 annual basis, and augmented by fur- 
ther extras. On the whole, prevailing - 
quotations would not seem to give an 
unwarranted appraisal to the com- 
pany’s prospects, and we would endorse 
continued retention of present commit- 
ments. 





HIRAM WALKER-GOODERHAM 
& WORTS, LTD. 


A new subscriber, I will appreciate your 
views on the near-term prospects for Hiram 
Walker, in which I have 14 points loss. Do 
you recommend holding or selling this 
stock?—G. W. H., St. Paul, Minn. 


Report of Hiram Walker-Gooder- 
ham & Worts for the fiscal year ended 
August 31, 1934, revealed net profit of 
$3,366,267, equivalent after dividend 
requirements on the preferred stock, to 
$4.40 a share on the common. In the 
previous fiscal year net income was 
$370,741, equal to but 80 cents a share 
on the $1 cumulative preferred stock 
and to a deficit, therefore, on the com- 
mon stock. While improved general 
business conditions in Canada have 
doubtless aided results of the company 
in that country, the earnings improve- 
ment shown for the latest fiscal year can 
unquestionably be attributed to the re- 
birth of the legal liquor industry in the 
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United States. The construction of 
its new distillery in Peoria, Iil., said to 
be the largest in the world, as well as 
numerous rectifying plants and facilities 
in various other localities in the United 
States, made it necessary to borrow 
some $3,500,000 from the banks, but 
this amount was more than offset by an 
increase in fixed assets and inventories. 
The company is particularly fortunate 
in that it owns one of the largest stocks 
of aged American type whisky in the 
world. Since several years must elapse 
before bonded stocks in the United 
States are built up to consumptive 
needs, the demand for the aged product 
held in Canada may be expected to in- 
crease, especially in the event of a lower 
tariff. Hence, and considering the 
popularity of its brands, Hiram Walker 
will undoubtedly maintain its strong 
trade position in the domestic market. 
With the industry understood to be 
currently enjoying a good sales vol- 
ume, we believe that you should main- 
tain your position in the subject stock at 
prevailing reasonable quotations. 


LEHMAN CORP. 


What do you think of buying Lehman 
Corp. stock at prevailing prices? Do you 
believe its prospects compensate for the 
comparatively low yield? Is there a pos- 
sibility the dividend rate might soon be in- 
creased?—W. E. K., San Antonio, Texas. 


As you are doubtless aware, Leh- 
man Corp. operates as a general man- 
agement type investment trust. While 
the record of investment trusts, as a 
class, has not been such as to engender 
confidence on the part of investors, that 
of Lehman Corp. has been materially 
better than most. This company was 
formed in 1929, just prior to the mar- 
ket crash and while substantial losses on 
portfolio securities could hardly be 
avoided during the subsequent three 
years, these were held within reason- 
able limits, considering the severity of 
the decline. Thus, in 1929, prior to 
the market break, the net asset value of 
the company’s stock was around $100 
per share. This declined to $47.34 per 
share by June 30, 1932, but since that 
time managerial ability and general 
improvement in the securities markets 
has enabled the company to recoup a 
large part of per share losses. Capitali- 
zation consists solely of common stock, 
there having been 681,700 shares out- 
standing as of September 30, 1934. In 
1929 there were 1,000,000 shares out- 
standing, but substantial blocks have 
been bought in from time to time at a 
discount from break-up value, which 
policy has tended to increase the value 
of the remaining shares outstanding. 
Considering tne broad diversification of 
this investment trust’s holdings and the 
fact that indicated current investment 
income is above dividend requirements, 
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an increase in distributions to stockhold- 
ers would seem a distinct possibility, 
especially in view of the more liberal 
dividend policy being adopted by many 
corporations. With the stock selling at 
a discount from its indicated break-up 
value, therefore, we see no reason to 
oppose its purchase at this time. 


J. C. PENNEY CoO. 


What are your views on J. C. Penney at 
this time? I have 100 shares of this stock 
on margin, and am undecided whether to 
take my 15 points profit, or buy this stock 
outright for investment? Do you think we 
will see an early dividend increase?—N. C. 
B., Brooklyn, N.Y. 


J. C. Penney is one of the largest 
factors in the chain apparel store field, 
operating some 1,466 units in practic- 
ally every section of the country. The 
greatest percentage of the stores are 
situated in rural districts and, as a con- 
sequence, have benefited from Federal 
emergency spending and higher com- 
modity prices. In addition, many oper- 
ating economies have been effected by 
the management during recent years, 
the benefits of which are now coming 
to light. Sales for the first ten months 
of the current year aggregated $161,- 
351,537 which was an increase of 
20.6% over the total for the corre- 
sponding 1933 period. The company 
enjoys a sound financial condition, as 
indicated by the balance sheet dated 
June 30, last, when current assets stood 
at $60,810,964 as compared with cur- 
rent liabilities of $11,376,549. Reflect- 
ing the earnings improvement enjoyed 
by the company this year, directors re- 
cently declared an extra dividend of $2 
a share on the common stock and a 
quarterly dividend of 50 cents a share. 
In previous quarters, the company dis- 
tributed 30 cents a common share. In 
view of the possibility that earnings for 
the full year will approximate $6 per 
share, and because of the favorable 
earnings outlook, additional extras or 
another increase in quarterly distribu- 
tions is not improbable. It is our opin- 
ion, therefore, that the shares offer long 
pull attraction from the standpoint of 
income and moderate price enhance- 
ment and you would be fully war- 
ranted in taking up your stock on that 
basis. 





REO MOTOR CAR CO. 


With the outlook for expanding automo- 
bile sales carly next year, I am considering 
purchasing 100 shares of Reo at present 
prices. Do you feel that the stock will 
participate in any upward movement of the 
motor stocks as a group?—L. M. H., Los 
Angeles, Calif. 


Although Reo Motor Car Co. is one 
of the oldest manufacturers in the auto- 
motive industry, and has long enjoyed 


a reputation for quality, the company’s 
comparatively small size has been a 
handicap during recent years in com 
peting with the larger companies having 
more numerous sales outlets. Heavy 
losses have been sustained by the com. 
pany in each year since 1929 and these 
have necessarily greatly reduced net 
working capital. This is evidenced by 
the fact that net working capital, which 
stood at $19,971,778 at the end of 1929 
had declined to $6,932,189 by Dec. 31, 
1933. In the first six months of 1934, 
a period when the leaders in the indus 
try were reporting sizable profits, Reo 
sustained a loss of $506,944, against 
$762,944 loss in the like period of 1933, 
It is interesting to note that sales in both 
the first and second quarters of the cur- 
rent year substantially exceeded those 
in the like 1933 periods. With com- 
petitive conditions practically eliminat- 
ing the possibility of price advances 
sufficient to offset increased operating 
costs, it is apparent that the company 
must considerably increase sales to re- 
store profit operations. As a step to 
that end, it was recently announced 
that arrangements had been made with 
Mack International Truck Corp., sub 
sidiary of Mack Truck Inc., to handle 
Reo trucks in twelve strategically situ 
ated cities. While this is a favorable 
development, and one which may be 
expected to aid truck sales, it is ques 
tionable whether the company can do 
sufficient business to emerge from the 
“red” for some time to come. Under 
the circumstances, and until tangible 
evidence of improvement is at hand, we 
feel that you could employ your funds 
to greater advantage than in the sub 
ject stock. 


SOCONY-VACUUM OIL Co. 


I would like your views on the outlook 
for Socony-Vacuum. I have been strongly 
advised to buy this stock as a semi-specula- 
tive investment—W. L. F., Spokane, lV ash. 


Socony-Vacuum Oil Co. does not 
publish interim reports. Unless, how: 
ever, the recent weakness in gasoline 
prices throughout the company’s mar’ 
keting territory created greater damage 


than seems probable, the company f 


stands an excellent chance of earning 
at least as much on its shares as it did 
in 1933. In the latter year, profits 
were equivalent to 71 cents a share on 
31,708,457 shares. Such earnings 
would adequately cover the present 60: 
cent annual dividend. While the activi 
ties of Socony-Vacuum embrace every 
major phase of the oil industry, refining 
and marketing contribute the bulk of 
earnings, particularly since the com 
pany’s principal producing areas have 
been curtailed by pro-ration measures. 
In addition to being strongly established 
in the domestic field, it is one of the 
leading oil organizations in Europe and 
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- the Far East. Serving one of the most 


densely populated sections of the coun- 
try, the company has had the benefit 
not only of a high rate of consumption, 
even during the depression, but should 
feel strongly the impetus of returning 
confidence and general business recov- 
ery in the months to come. The recent 
announcement of the intention to re- 
deem $28,197,000 of its funded debt, 
reducing the total to $50,000,000, 
strengthens the equity position of the 
common stock and, all in all, the shares 
may be accorded a fair measure of at- 
traction. Their speculative promise, 
however, is predicated upon the con- 
tinued success of the efforts of both the 
Government, and the industry itself, to 
maintain stability within the oil indus- 
try. Should this eventuate, the shares 
would doubtless sell at substantially 
higher levels. In the interim, however, 
something more than average measure 
of patience may be required on the part 


of holders. 








Managed Recovery vs. 
Depression 


(Continued from page 247) 








not yet clarified; and the related and 
very delicate problem of capital-labor 
relations. The decision made here will 
vitally affect next year’s business for 
good or ill. 

No doubt there are desirable fea- 
tures of N R A that should be re- 
tained, but it is imperative that we get 
away from price-fixing and the arbi- 
trary raising of costs, for their clearly 
demonstrated effect is to reduce public 
purchasing power and not to increase 
it. In manufactured goods, stable— 
and not higher—prices will best facili- 
tate recovery from this point onward. 

Not the smallest cause of recent 
business discouragement has been the 
shrinkage of profit margins, due to 
increased costs. Monetary uncertainty 
is not the only thing which stifles busi- 
ness initiative. Indeed, the trend of 
profits is one of the strongest influ- 
ences actuating the decision of the busi- 
ness man to expand his facilities or 
not to expand them. Fortunately, 
while it may not be possible to lower 
present wage costs, it appears probable 
that the period of hot-house N R A 
increases is over. An established con- 
dition, however adverse, is better than 
a continuing change. It seems a rea- 
sonable assumption that the business 
task in 1935 will be to adjust to pres- 
ent cost factors rather more than to 
grapple with materially higher cost 
factors. It is to be doubted that task 
is insuperable—given a fair increase in 
gross volume. 
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Clearly, the confused “labor issue” 
is heading for an inevitable show- 
down. However difficult a political 
problem it is for the Administration, 
it must be settled on terms acceptable 
to capital—for otherwise, quite aside 
from abstract theories of social justice, 
business simply can not go ahead con- 
fidently under a system mistakenly 
called “the profit system’ when the 
hard reality is that it is “the profit and 
loss system.” 

It is not a matter of the 30-hour 
week which, with almost incredible 
economic ignorance, the American Fed- 
eration of Labor continues to demand. 
This is so plainly a cost and price 
raising monstrosity that business 
generally has little fear it can become 
law. 

The broader question is simply this: 
Is the American Federation of Labor 
to be further supported in its frank 
effort to set itself up as a labor mono- 
poly? 

Without the principle of ma- 
jority rule, which eases the way to 
intimidation, it can not possibly domi- 
nate the labor movement. In tacit ad- 
mission of that fact, it will demand 
that Congress outlaw “company 
unions”—any union other than its own 
being a “company union” under its 
own interpretation. It is seeking as 
this is written to rescind the propor- 
tional representation agreement ac- 
cepted by labor and the motor indus- 
try last spring on President Roosevelt's 
mediation. 

The right to work, without intimida- 
tion or coercion, is as valid a right as 
the right to strike or the right to en- 
gage in collective bargaining. It 
would be decidedly helpful if this is 
made clear either by legislation or by 
the Administration’s interpretation of 
existing law. 

Finally, there is a valid and growing 
demand on the part of business that, 
in return for special legal privileges 
granted to labor, it should accept cor- 
responding legal responsibilities. The 
point has often been made that we are 
far behind Great Britain in liberal 
labor legislation. That is true. But 
what is not so well known is that we 
are also miles behind her in the logical 
corollary of imposing effective legal 
responsibility upon organized labor in 
the national interest. 

On the whole, the conclusion is justi- 
fied that business will probably be 
somewhat better in 1935 than in 1934. 
The difference thus far is not in tangi- 
ble statistics, but in that vital intangible 
of intelligent hope based on evidence of 
a continuing drift to politico-economic 
rationalization. 

“Rationalize,” says the dictionary, 
is “to endow with reason.” Reason 
seems slowly to be replacing emotion 
in government and industry. 








American Agricultural 
Chemical Co. (Del.) 


(Continued from page 269) 








mitted an increase in cotton acreage, 
will attempt to achieve an offsetting 
crop reduction by cutting the amount 
of fertilizer that can be applied. By 
and large, however, more acreage 
means more fertilizer, particularly 
when one is talking of a crop like 
American cotton whose current price 
is artificially and absurdly high. 

There is, of course, the chance, al- 
ready mentioned, that the new NRA 
set-up will disrupt the fertilizer code. 
If it did, an industry with as much 
over-capacity as this one might well find 
itself slipping quickly into its old “dog 
eat dog” habits. This, however, is only 
a menacing possibility; it is not some- 
thing that is certain, or even very 
likely, to occur. It will be clear, 
therefore, that the weight of the evi- 
dence is on the side favorable to fer- 
tilizer companies for next year. Reason- 
ably they could expect to sell between 
10% and 15% more fertilizer in 
1935 than they sold in 1934. Of 
such an increase in tonnage, American 
Agricultural Chemical with its con- 
veniently located plants and well- 
known trade-marks undoubtedly would 
obtain its share. 


The Longer Range View 


We have, however, been talking 
about 1935. The more distant future 
unfortunately is something else again 
and the best that can be said of it is 
that it is clouded with uncertainty. 
The present Government of the country 
is pledged to a scheme of “prosperity 
by scarcity.” For this to work, it 
means that millions of acres of farm 
land must be taken permanently out 
of cultivation. At the same time, it 
means anything but that the land left 
in cultivation will be more extensively 
fertilized, for if this were done, re- 
sulting in the same old over-production 
of agricultural products, still more 
land would have to be abandoned. 

On the other hand, if the Govern- 
ment goes on trying and the whole 
thing eventually cracks wide-open, it 
undoubtedly will do so at a time when 
the Government itself is holding im- 
mense surpluses—surpluses that have 
become too much even for its power. 
In the resultant debacle, thousands, 
perhaps millions, of farmers would be 
ruined permanently and agriculture as 
a whole would be flat on its back for 
years. Nor is this idea fantastic. Our 
cotton carryover for next year is placed 
at 8,000,000 bales. It is likely that we 
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shall grow in addition, seven or eight 
million bales more cotton than we can 
use ourselves this coming crop-year. 
What are we going to do with it? If 
the Government is going to continue 
lending 12 cents a pound on it, our 
chances of exporting any appreciable 
quantity are pretty slim. 

Is there any wonder that thoughtful 
men, whose livelihodd depends upon 
the manufacture and sale of fertilizer 
materials, realizing how dependent 
their business is upon a truly prosper- 
ous agriculture, are inclined to look 
upon the more distant future with 
mixed feelings. 








American Rolling Mill Co. 
(Continued from page 275) 








4room cottages, country school houses, 
garages, poultry houses and ware- 
houses. These will be constructed by 
Steelox Co., of materials to be fur- 
nished by the American Rolling Mill 
Co. Granted that there is much 
groundwork and public education yet 
to be accomplished before the steel 
house is likely to be sold in substantial 
quantities, it is no mere novelty and 
if it can be made available to the large 
group of people to whom home owner- 
ship is now financially out of reach, 
there is an excellent chance that they 
can be sold in large numbers. At least 
the possibility is sufficiently well de- 
fined to warrant speculative considera- 
tion. 

American Rolling Mill Co., is in a 
strategic position to benefit in the de- 
velopment of steel homes and other 
smaller buildings. In the production 
of high quality steel and iron sheets 
and light plates, the company ranks 
second only to the U. S. Steel Corp. 








Earnings Per Share 
1933 1934* Div. Recent Price 
4$0.46 $0.80 None $20 
*9 mos. to Sept. 30. d Deficit. 








This position was gained by a virtue 
of plant expansion during the 1920- 
1930 decade which quadrupled assets 
to $148,000,000. In this same period 
the company perfected a continuous 
rolling process which it licenses for 
use by other steel companies. Unfor- 
tunately the depression intervened be- 
fore the company could benefit to any 
considerable degree either from its pro- 
gram of expansion or its rolling proc- 
ess. 
Earnings, which were in excess of 
$6,000,000 in 1929, had by 1931 given 
away to a deficit of more than $3,000,- 
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000. In 1932, operating economies 
were effective in holding the loss to 
something over $2,000,000 and aided 
by a larger output in 1933, the loss in 
that year was less than $675,000. The 
showing in the current year, however, 
hints pointedly of the extent to which 
the company is now able to transform 
only a relatively moderate increase in 
business into a substantial gain in net 
income. In the June quarter, profits 
made the best showing since 1929 and 
net of $1,472,879 was equivalent to 84 
cents a share on 1,709,326 shares of 
common stock. A moderate loss in the 
third quarter brought earnings for the 
nine months down to 80 cents a share, 
after assuming payment of dividends 
on 19,649 shares of 6% preferred 
stock. Unpaid dividends have accumu- 
lated on the latter and will amount to 
$12 a share as of January 1, 1935. 
Funded debt aggregated $40,427,000 
on May 1, last. 

Throughout the depression, Ameri- 
can Rolling Mill has consistently made 
a better showing than that for the steel 
industry, as a whole, a record which 
augurs favorably for the company’s 
prospects in the earlier stages of re- 
covery, which in its own case may 
conceivably be accelerated by its inter- 
est in steel housing. In any event, the 
shares have speculative merit as a rep- 
resentative steel issue, regardless of 
the immediate progress of this new 


field. 
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months require warm 
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Utilities Rise in Their Own 
Defense 


(Continued from page 258) 








which Congress or the Administra- 
tion does hook, line and_ sinker 
and, regardless of what our personal 
opinions may be, never question the 
judgment of either. The times are 
strange, indeed, if one man, with the 
assistance of a complacent Congress 
and a corps of professorial advisors, 
can do exactly as they please with re- 
gard to our economic, social and poli- 
tical structure without any one of the 
hundred and twenty odd million people 
in the United States having the right 
to raise his or her voice in protest. 
This is particularly true when the 
protest deals with the protection of 
billions of dollars’ worth of security 
values. 

It is very doubtful if the objections 
of Mr. McNinch will be given very 
much consideration by the electric light 
and power industry which has con- 
tributed so much to the development 
of this country and to our high stand- 
ard of living. That it owes an im- 
portant obligation to its security hold- 


“ODD LOT TRADING’’ 
John Muir & Oo., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


ELECTRIC BOND AND SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share 
Co., furnished upon request. (898) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 
Springs & Co., have prepared 8 folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


INVESTMENT PROFIT INSURANCE 
The most logical ferm of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service, conducted by 
The Magazine of Wall Street, definitely 
counsels subscribers what securities to 
buy or sell short and when to close out 
or cover. (783) 
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ers, its customers, its allied industries 
and to the taxpayers of the country 
is obvious. It is to be hoped that hav- 
ing “gone off the deep end” and gotten 
its’ feet wet it will continue with a 
strong “follow-up” program to over- 
come the fear that has already done 
almost irreparable damage and to edu- 
cate the people so that this menace of 
confiscation of property without just 
compensation by the simple expedient 
of unfair competition which may drive 
the industry out of business will be 
removed for all time. Incidentally, 
such a campaign would go far toward 
removing the menace to all of us which 
lies in the communistic ideas of many 
important people in the administration. 








A New Path to Prosperity? 


(Continued from page 255) 








plant to operate over a radius of 250 
miles. 

No doubt the thought of a consider- 
able degree of standardization in houses 
will appall some. There is a double 
answer. First, there is little of beauty 
in the majority of dwellings now avail- 
able to those in the income brackets that 
will supply the bulk of the demand for 
the new houses, which have a simple, 
though slightly modernistic, beauty of 
line, plus the added merit of durability 
and convenience. Second, design and 
color will be varied as far as practicable 
in the new houses, probably in differ- 
ent series of models from year to year. 

Such is the sketchy outline of a new 
deal in American housing—a private 
deal. On the face:of it, who can doubt 
that the method will have momentous 
economic consequences? 

It will affect that considerable seg- 
ment of our working population, nor- 
mally engaged in construction. 

It will affect existing housing values. 

It will affect the market for building 
materials and the competitive relation- 
ships of such materials. 

It will affect our aggregate economic 
activity. 

So far as labor is concerned, some 
realistic thinking is in order The ex- 
action of uneconomic wage rates has 
largely caused the present stagnation in 
residential construction, as well as given 
impetus to the new mass production 
technique. Moreover, it is pointless to 
cite the millions “normally” employed 
on construction and from that theorize 
as to the proportion that may be per- 
manently displaced. 

The fact is that residential construc- 
tion in the last period of prosperity 
constituted only approximately half of 
the total volume of construction; and 
that roughly half of this was hotel and 
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apartment house construction. This 
means that when building was active, 
probably less than 25 per cent of all 
building workers were directly engaged 
in the construction of one-family resi- 
dences in the price field now entered by 
Houses, Inc. With allowance for many 
expensive dwellings included in the sta- 
tistics, even this figure is probably ex- 
aggerated. Furthermore, probably not 
10 per cent of those actually engaged 
in building moderate priced one-family 
dwellings between 1923 and 1929 are 
now employed in this work—and their 
prospect of normal employment under 
the old costs is certainly remote. 

Accordingly, the specter of techno- 
logical unemployment here would seem 
pretty much of a pipe dream. Observ- 
ing economic history, it is a reasonable 
assumption that the new technique—if 
it develops on an active national scale— 
will in the long run make more em- 
ployment than it destroys. More men 
make automobiles than ever made bug- 
gies. 

As to building materials, the new 
method will most certainly expand the 
uses of many at the expense of several, 
with lumber and brick apparently fall- 
ing in the latter class. 

So far as existing housing values are 
concerned, it would be absurd to antici- 
pate that the effect will be either imme- 
diate or devastating, for old methods to 
which a people are attuned go out by 
evolution over the years, and not by 
sudden revolution. If the new tech- 
nique influences some ultimate erosion 
of old housing values, the answer is 
that this is a process both inevitable 
and familiar to us im many fields. Capi- 
tal is a perishable thing. It is eternally 
competing with other capital, destroy- 
ing it, replacing it—all that increased 
values may be offered to the mass mar- 
ket. Such is the way of progress. 

Houses, Inc., has already completed 
arrangements for financing two oper- 
ating companies, namely American 
Houses, Inc., and International Houses, 
Inc. Other companies will be added 
to the group if and when new types of 
houses come along. 

On the whole, Houses, Inc., is Amer- 
ican genius, American progress. It is 
pioneering in a field holding opportu- 
nities for a very considerable expansion 
of American economic activity, as well 
as a great lifting of the housing stand- 
ard for millions of people. It is not a 
closed field. Other combinations of 
capital doubtless will in time tap it. 
Why not? 








In the Next Issue 
Steel As a Measure of Prosperity 
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Your Federal Income Tax 
for 1934 


(Continued from page 270) 








in inventory.” This covers both real 
and personal property and, of course, 
includes stocks and bonds. 

The percentage of the gain or loss 
from sales of capital assets to be recog- 
nized in computing net income varies 
with the length of time held, as follows: 

100%, if held for a year or less; 

80%, if held for 1 to 2 years; 

60%, if held for 2 to 5 years; 

40%, if held for 5 to 10 years; and 

30%, if held for more than 10 years. 

The purpose of this sliding scale 
plan for including capital gains and 
losses in the computation of net income 
is to encourage long-term investment, 
while handicapping purely trading 
operations; and also to cut down the 
volume of sales at the year-end for pur- 
poses of establishing tax losses. 

Incidentally, the new provision makes 
it quite worth while for a person to 
hold for a period of years any stock 
or bond in which he has a profit. The 
longer an investor holds a profitable 
security (up to 10 years) the smaller 
the tax on his profit. On the other 
hand, if selling to establish losses, it is 
obviously of advantage to dispose of 
securities held for not more than a year, 
if they show a loss; since the full loss 
can be deducted, subject to restrictions 
mentioned in the next paragraph and 
to limitations of the regulations cover- 
ing wash sales. 

Capital losses during a tax year are 
allowed only to the extent of $2,000 
plus capital gains of the same year. In 
other words, if your capital losses for 
1934 exceed your capital gains-by more 
than $2,000, then you will be allowed 
to deduct no more than $2,000 as a 
capital net loss when you come to file 
your income tax return. 


Wash Sales. No deductions for 
loss from the sale of a stock or bond 
will be allowed if the seller acquires 
substantially identical securities within 
a period beginning 30 days before the 
date of such sale and ending 30 days 
after such date. Losses thus disallowed, 
however, should be added to the cost of 
the substantially identical securities re- 
purchased within 30 days, and so be- 
come deductible eventually. If, for 
example, you sell American Tobacco at 
80, taking a loss of $10 a share, and 
within 30 days purchase American 
Tobacco “B” at 81, the law would call 
the transaction a wash sale, and dis- 
allow the loss. However, if you sell the 
American Tobacco “B” three months 
later, at 100, you can add the $10 loss 
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to the purchase price of 81 (thereby 
raising the cost to 91) and report a 
capital gain on the transaction of only 
$9 a share, less commissions, interest, 
transfer taxes, etc. 


Short Sales. Gains and __ losses 
from short sales are treated as capital 
gains and losses, and the full loss re- 
sulting from a shoit sale closed within 
a year are deductible, even though your 
shorts were covered within a period of 
less than 30 days. Dividends paid by 
a short seller should be deducted as 
expenses when computing the gain or 
loss arising from such transactions; but 
a dividend credited to the lender of 
stock is held to be not a dividend, but 
income upon which the lender must 
pay both the normal tax and surtaxes. 


Dividends. Dividends received up- 
on stock of a domestic corporation, or 
a foreign corporation deriving more 
than 50% of its gross income from 
this country, must be reported as gross 
income, and then deducted from net 
income, as a credit, before computing 
the normal tax (but not surtax). This 
applies not only to cash dividends, but 
to dividends payable in property, in 
tax-exempt securities, and in stocks or 
bonds of any company other than the 
one which disbursed such dividends. 
Scrip dividends, stock dividends re- 
deemable in cash, and dividends as to 
which the recipient has a choice of re- 
ceiving cash or stock, are all treated as 
cash dividends. 

Stock dividends paid in a company’s 
own stock, however, are subject to 
neither normal tax nor surtax, and 
should not be reported as income. 

Dividends legally classed as distribu- 
tions of assets (including true liquidat- 
ing dividends, and dividends paid out 
of depreciation or depletion reserves in 
instances where there is no profit and 
loss. surplus) are not taxable as divi- 
dends, but must be applied to reducing 
the investment. 


Rights. Gains and losses from 
transactions in rights, warrants, puts, 
calls, and other options and privileges 
are treated as gains and losses from 
sales of capital assets held for one year 
or less. 


Interest. Interest received on tax- 
free covenant bonds must be included 
in gross income; and then a credit, 
amounting to 2% of such interest, 
should be deducted from the total in- 
come tax. 

Interest received on obligations of 
the states and political subdivisions 
thereof; on Postal Savings Certificates 
of Deposit; on securities issued under 
the Federal Farm Loan and Agricul- 
tural Adjustment Acts; on Treasury 
Bills, Notes, and Certificates; on the 
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First Liberty 3!/7s and all prior obliga- 
tions of the U. S. are exempt from in- 
come taxes, and should not be included 
in gross income. Expert advice should 
be obtained as to the treatment of in- 
terest received on other direct and in- 
direct obligations of the U. S.; since 
this differs with each issue. 








With Our Readers 
(Continued from page 235) 








is three cheers. The weakness with the 
New Deal recovery program is that 
from the start it has deflated as fast as 
it inflated, thus stumbling over its own 
feet or trumping its own ace. The 
deflation of the private utilities obvi- 
ously must be a drag on general recov- 
ery. For example, the shrinkage in 
market value of utility securities 
pointed out by you substantially ex- 
ceeds the total gain in farm purchasing 
power achieved since March, 1933. 
—Ep. 


Sirs: 

I read with much interest your ar- 
ticle in regard to the American Liberty 
League and believe that some move- 
ment of this sort is necessary to look 
after the interests of all citizens of the 
United States. As this seems to be a 
well sponsored movement, I would like 
to identify myself with it and assist in 
it financially according to my ability. 
I will be glad to have you advise me 
when you know what steps are neces- 
sary to do so—R. E. H., Cananea, 
Mexico. 


In view of the present political tem- 
per of the majority of the American 
people, as reflected in the recent elec- 
tions, it appears that the Liberty League 
was wise in refraining from any par- 
ticipation in these elections in opposi- 
tion to any of the New Deal policies, 
since the outcome would have put it off 
to a poor start almost before organiza- 
tion could be completed. Its real task 
is a campaign of public education along 
sound lines during the next two years. 
We believe this will get under way be- 
fore long. Meanwhile, those wishing 
to participate can communicate with 
Jouett Shouse, chairman, Washington, 


D. C.—Eb. 
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Business Goes Into a New 
Type of Financing 


By J. S. WiLiiaMs 














As Congress Convenes It 
Listens for the Master’s 
Voice 
(Continued from page 251) 








That means that the President purposes 
to retain his independence of action in 
monetary matters, contenting himself 
with ambiguous intimations about ulti- 
mate international stabilization. The 
conservatives will not have either from 
Congress or the President the assur- 
ances of monetary and budgetary sta- 
bility they consider so essential. The 
monetary radicals will still have a 
chance to talk about saving the coun- 
try by shaving the dollar, and the in- 
flationists will not be dictatorially called 
off. But all through the Presidential 
policy there will be an assuring note of 
fiscal confidence and monetary reli- 
ability. 


Persons who 
assume that Con- 
gress will amend 
the securities and 
exchange acts are likely to be disap- 
pointed. The Administration policy 
at present is to leave them alone and 
see whether administrative rules and 
regulations under the Securities and 
Exchange Commission will not be able 
to deal with their apparent shortcom- 
ings. Besides, there is the conviction 
that the pressure of idle funds for in- 
vestment will soon flow over all obsta- 
cles. 

Mr. Eastman’s bills for co-ordination 
of transportation, somewhat altered, 
will be re-introduced and will probably 
become law. What may be proposed 
in the way of railroad legislation be- 
yond that has not yet been revealed. 
The Federal Power Commission is in- 
cubating a plan for national control of 
utilities but its prospects of adoption 
will be dubious. 

The office of the controller of the 
currency and the Federal Deposit In- 
surance Corporation will likely be con- 
solidated in the interests of simplicity 
and easier loan policies. 


Securities Act 
Liberalized? 





The general 
attitude of Con- 
gress toward 
Presidentially 
inspired legislation or that individually 
initiated, will depend largely upon the 
organization of the Lower House. If 
the speaker, the floor leader, and the 
chairman of the Rules Committee are 
men in full sympathy with the Pres- 
ident and also capable of vigorous lead- 
ership, the chances are that what the 
President wishes will be enacted and 
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Political 
Organization 


that little will become law to which he is 
opposed. It may nevertheless be taken 
for granted that as a matter of judicious 
leadership some public legislation, not 
endorsed by the White House, will be 
allowed to pass. As this is written it is 
considered probable that Representative 
Byrns of Tennessee will be speaker, 
and Representative O'Connor of New 
York, floor leader. 

A source of party discord will be 
found in the fact that owing to senior- 
ity of service of somany Southern Dem- 
ocratic members, an actual minority of 
the Democratic side will hold a majority 
of the influential committee chairman- 
ships. This condition will eventually 
promote the tendency of all large ma- 
jorities to defeat themselves in the end. 

The Republicans can be ignored for 
the most part, both because of their 
small numbers in both branches of Con- 
gress and because of their lack of uni- 
fied policy, although there will be occa- 
sions when their votes may be decisive. 
The Democratic leaders will seek to en- 
trench themselves in command by 
changing to two-thirds the present rule 
which permits 145 members of the 
House to procure the discharge of a 
committee and bring to a vote any par- 
ticular issue. This will deprive the Re- 
publicans of any opportunity to initi- 
ate or shape legislation without the 
concurrence of a virtually unattainable 
number of Democratic members. 

The extraordinarily large number of 
new members of the House, inexperi- 
enced in the devious ways of legislation 
and parliamentarily undisciplined, will 
make it difficult for dissidents to 
maneuver successfully against effective 
leadership no matter how numerous 
they may be in advocacy of any partic- 
ular measure. 

The probabilities are that the final 
record of the first session of the 74th 
Congress will conform closely to what 
the President would make it and that 
very little legislation to which he is op- 
posed will pass Congress and that none 
will be able to survive a veto. 








“The Best Laid Schemes o’ 
Mice and Men” 


(Continued from page 265) 








We have planners who would again 
attempt governmental operation of rail- 
ways, despite the dismal recollections 
of those years following the war before 
our roads were turned back to private 
control. 

Japan has done with silk about what 
we are doing with cotton, and to her 
great distress. 

Naturally we think of planning, par- 
ticularly of the politically inspired 


variety, as meaning the scrapping of 
the past with its record of errors made, 
its burden of obsolescence, a clean slate, 
a new start with concise orders, an elim- 
ination of mistakes, a straightening of 
highways so to speak, these create an 
attractive vista in which life seems to 
be freed from many vexations. But 
human nature remains unchanged and 
unchangeable and “the best laid 
schemes o’ mice and men gang aft 


a-gley.” 








Your Money and Mine 
(Continued from page 263) 








though declining purchasing which 
takes place during a business reces- 
sion and depression in order that people 
may live. (2) This increased activity 
of producers creates a demand for 
labor and raw materials. (3) Labor- 
ers and others are given an increased 
purchasing power—in the main, it is 
advanced each week or month by em- 
ployers who borrow at banks to do 
this, since their own products will not 
reach the market for weeks, months, 
or even years. (4) These employees, 
who have received their increased pur- 
chasing power, spend it for goods in 
stock, not for goods being produced. 
In this manner demand is increased 
relatively to the supply of goods in 
stock and prices rise. (5) The in- 
creased demand and rising prices ex- 
haust inventories still more rapidly, en- 
large the possibilities of profits for a 
greater number of producers who must 
and will employ more labor, and this 
upward spiral of events — increased 
production, increased amount of cur- 
rency in circulation, increased purchas- 
ing power, increased demand, increased 
prices — will continue in the order 
named until the goods being produced 
reach the market in sufficient volume 
to equal demand, at which time prices 
will tend to straighten out and a state 
of general economic equilibrium will 
have been reached—the most desirable 
condition known in economics. Thus, 
if we may repeat, in a sound business 
recovery the causal factor in rising 
prices is the increased activity of the 
producer; and the increased supply of 
currency is the result, not the cause, 
of increased business activity. 


No Manipulation but Inflation 


There is only one way in which the 
price level can be made to rise with 
certainty by manipulating the currency 
and that is to inflate it. In this in- 
stance, the causal factor is the an- 
nouncement of intention or the act of 
inflating by the Government or banks. 


By inflation we mean the extension of 
purchasing power, either in the form 
of money or credit, which is not se- 
cured by reserves or commodities of 
sufficient value to liquidate it. Thus 
losses result, and it is for this reason 
that we may speak accurately of an 
unsound rise in prices caused by in- 
flation. 

Let us remind ourselves, parentheti- 
cally at this point, that devaluation of 
a currency is not inflation; and it is 
for this reason that devaluation has no 
definite causal or predictable effect on 
prices. Inflation takes place on the 
basis of the currency unit existing; de- 
valuation is the adoption of a new 
monetary unit of less weight or value. 
A great many people have confused 
devaluation with inflation and have 
supposed that devaluation would have 
the same causal effect on prices as does 
inflation. 

We have said that the reactions of 
people to the two kinds of rising prices 
are different. When a sound rise in 
prices, accompanying a sound recovery 
in business, takes place, people pur- 
chase because of a confidence which 
rests upon an increase in their purchas- 
ing power. This confidence is well- 
grounded and it spreads to others who 
feel the benefits of the increased de- 
mand. Optimism and _ confidence 
spread and become general. 

When a rise in prices, caused by cur- 
rency inflation, takes place, people rush 
to buy because of fear of a depreciat- 
ing currency, not because of confidence. 
They increase their purchases by draw- 
ing down their savings or by borrow- 
ing. Their increased demand does not 
result from an increased productive 
activity, or from increased employ- 
ment, or from increased income. It 
is for these reasons that it rests upon 
fear, not confidence, and is merely a 
manifestation of the reactions of a 
people anxious to save what they can 
of their savings and purchasing power 
from the devastating effects of cur- 
rency inflation. Rushing to spend at 
once, their savings and purchasing 
power are not available for future 
spending, and unless events add to 
their incomes as prices rise—and they 
will not—their real purchasing power 
lags and the processes of widespread 
impoverishment begin to reveal them- 
selves. In time people realize these 
facts and their fears increase to the 
point of desperation. But even those 
who realize what the effects will be 
rush to buy at the initial stages of in- 
flation because it is the best thing they 
can do; and from first to last fear, 
rather than confidence, provides the 
explanation of the reactions of people 
to this kind of rising prices. 

We have pointed out that the re- 
sults flowing from these two kinds of 
rising prices are different. A sound 
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rise in prices, which accompanies a 
sound recovery in business, brings 
widespread prosperity and in time a 
state of general economic equilibrium, 
provided factors of disequilibrium do 
not intervene. It is the only kind of 
rising prices which need not of neces- 
sity result in a business liquidation. 

An unsound rise in prices caused by 
currency inflation can end only in dis- 
asters. These may assume any one of 
three forms: (1) If inflation is stopped 
at any point, a collapse in prices will 
ensue, since the psychology of buyers 
and sellers is reversed, people cease 
buying except at their own terms, and 
all wish to sell in order to protect them- 
selves from the losses which they fear. 
Hence the liquidation. (2) If the col- 
lapse in prices and the business liquida- 
tion are to be avoided, the currency 
must be inflated to the bitter end, as 
in Germany. In such a case the steady 
impoverishment of the people, due to 
the lag in their purchasing power as 
compared with rising prices, proceeds 
until the currency is repudiated and 
the savings of the people destroyed. 
The nation is impoverished to a de- 
gree that is tragic; by repudiation of 
the currency the slate is wiped clean; 
and the people begin the long and pain- 
ful struggle of reconstruction and ac- 
cumulation. Although a sudden price 
collapse, which comes with any halt in 
inflation, is avoided, a progressive and 
more deadly general impoverishment 
takes its place. (3) If inflation is 
stopped at any point short of repudia- 
tion, and yet collapse is to be avoided, 
devaluation of the currency must take 
place. In this event the impoverish- 
ment of the people depends upon the 
extent to which the currency is de- 
valuated, and as we know the impov- 
erishment in many instances of de- 
valuation has been very great. Those 
who contend that a currency can be 
inflated to a certain point and then the 
price level held there indefinitely with- 
out devaluating the currency are labor- 
ing under a dangerous delusion. 

There are no known virtues of cur- 
rency inflation. 

Outside of war human beings have 
never succeeded in devising an instru- 
ment as destructive of human welfare 
as currency inflation. 

The last depression was not caused 
by a scarcity of currency, as Mr. 
Hemphill assumes. When we had our 
highest wholesale price level in May, 
1920—67% above the 1926 average 
of 100—we held only 2,856 million 
dollars in gold. When the collapse 
came in October, 1929, we held 4,386 
million dollars in gold with a whole- 
sale price level of 5% below that of 
1926, and we had huge surplus re- 
serves in our Federal Reserve banks 
for the year 1929—the reserve ratio 
against notes and deposits ranging from 
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66.8% to 74.5%. One of the chief 
excuses offered for devaluation of our 
currency was the assumed scarcity 
of gold. In July, 1931, with a whole- 
sale price level of 72, our gold supply 
had reached its peak in our history 
prior to devaluation—4,995 million 
dollars. From October, 1933, when 
the gold buying policy was instituted, 
to January 31, 1934, when devaluation 
took place, our gold supply was ap- 
proximately 4,323 million dollars with 
a price level about 71% of the 1926 
level. Had the government not led 
people to expect devaluation or infla- 
tion, and had our speculative markets 
not become adjusted to these expecta- 
tions, devaluation would not have been 
necessary, considering our very large 
supply of gold. 

Nor was there any scarcity in our 
paper money or deposit currency in 
the sense that they caused the business 
recession; their contraction was the 
result, and not the cause, of the con- 
traction in business activity. , 

Limitations of space make it impos- 
sible for this writer to comment upon 
Mr. Hemphill’s recommendations and 
approval of the Cutting-Patman bill— 
introduced simultaneously in the Sen- 
ate (S-3774) and House during the 
closing days of the session—further 
than to say that such a program is the 
height of absurdity, is unsound and 
dangerous from first to last, and if such 
a measure were passed—it is difficult 
to conceive of such a thing happen- 
ing—the disastrous consequences which 
would follow upon its passing would 
be incalculable. In general the plan 
is one by which the Government would 
convert its bonds into Treasury cur- 
rency notes, give these notes to the 
banks as reserves, and in this manner 
we could have inflation without let or 
hindrance. If such a fantastic proposal 
should come before the next Congress 
and be treated with any degree of seri- 
ousness, then the exact nature of the 
bill should and doubtless will be ex- 
posed. 








Significant Foreign Events 
(Continued from page 253) 








The new Treasury bonds yield a nomi- 
nal interest of 4 per cent, while last 
year's conversion of medium-term se- 
curities was consolidated at 3 per 
cent. The fact must not be overlooked 
that even this additional yield of 142 
per cent is not considered by financial 
observers to offset the accepted over- 
valuation of the lira at current quo- 
tations. The rising cost of credit in 
Italy indicates her insecure economic 
future. 

It is incontestable that the recent 





laying down of keels for two new 
giant cruisers will not only accentuate 
the disequilibrium of the budget, show- 
ing a deficit of three to four billion 
lira annually, but may even eliminate 
the last vestiges of Italian foreign 
credit. The question may be asked if 
Fascist policy would not gain greater 
benefits by curtailing these extravagant 
expenditures, as well as by modifying 
its dictatorial attitude toward the Ger- 
man thesis on armaments, so directly 
instrumental in the recent breakdown 
of the Disarmament Conference. 

Specifically, Signor Mussolini is en- 
deavoring, in opposition to the aggres- 
sive attitude adopted by Yugoslavia 
and the Little Entente, following the 
assassination of King Alexander, to 
form a new Triple Entente of Austria, 
Italy, Hungary, first as a focal point 
for other Danubian and Adriatic ele- 
ments, and second as a barrier to the 
advance of Germanism. 








As I See It 
(Continued from page 241) 








liberty and justice. The fundamental 
fault lies in the delegates of its powers 
by Congress—even the delegation of 
powers which it does not have—to the 
executive arm of the Government. 
Necessity, it has been said, knows no 
law, but it appears that capricious ad- 
ministrative will is under no more com- 
pulsion. 

Much can be pardoned to vigorous 
patriotic legislators and administrators 
in times of grave public danger, but 
history warns that conferred or usurped 
powers are tenaciously held and re- 
luctantly surrendered. The time has 
come for the people to demand the 
progressive scrapping of the bonds that 
have been fastened upon them in the 
name of emergency. 








For Profit and Income 
(Continued from page 276) 








and all kinds of increased costs. For 
some weeks, however, there has been 
a steady increase in orders and the 
other day, as a reflection of the sounder 
foundation to demand, prices were 
raised substantially by the important 
Viscose Corp. At this writing, other 
rayon manufacturers have not fol- 
lowed, but such is the general situation 
that it is thought that they will not 
be long in doing so. Rayon profits for 
the full year 1934 will be considerably 
under those for 1933, but there is no 
doubt companies are entering 1935 with 
prospects better than last year. 
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Street sees 


many far-reaching 


developments in the worlds of 
business, economics, politics — 


and investment. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 


horizon — to 


interpret 


their 


course to the thousands of busi- 
ness executives and investors who 


are its readers. 


By regularly reading The Maga- 
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New York Curb Exchange 














ACTIVE ISSUES 
Quotations as of Recent Date 





1934 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 8534 484 49 


Amer. Cyaaamid B (.25)... 2234 1434 16% 
Amer. Gas & Elec. (*1.20).. 333% 164% 18% 


Amer. Lt. & Tr. (1.20)...... 193% 84 9 

Amer. Superpower......... 4% 1% 1% 
Assoc. Gas Elec. “A”....... 234 % % 
Lee 15% 1% 9% 
Canadian Indus. Alco. “A”... 2034 5% 6% 
Cities Servic’... .. .20cccc0 4% 1% 1% 
Cities Service Pfd.......... 26% 11144 12% 
Commonwealth Edison (4).. 614% 34% 46% 
Consol. Gas Balt. (3.60)..... 68 50% 57 

Cord Corp. (¢.25).......... 856 2% 4 

Creole Petroleum.......... 14% 95 12 

Distillers Cp. Seag......... 2654 8% 14% 
Elec. Bond & Share........ 23% 1% «17% 
Elec. Bond & Share Pfd. (6). 60 31 40 

Elec. Pr. Assoc. (.40)....... 8 34 83% 
Ford Mot. of Can. “A” (f114) 26% 165 25% 
Ford Motor, Ltd........... 103% 5% 834 
General Aviation........... 93% 3 5% 
PEE EMO, oo Skecedew sxe 99 52 6714 


1934 
Price Range 

———— Recent 
Name and Dividend High Low Price 
Glen Alden Coal (*134)..... 2534 1034 22% 
Great A. & P. Tea N.-V. (7). 150 122 129% 
Gellf Of) OF Pa... 2... cesses 7634 4934 64% 
Hudson Bay M.&S........ 15% 8% 11% 

lamba OF (2)....0..0.000000¢ 463%; 334 44 
Imperial Oil (*.80)......... 17% 13 16% 

Inter. Petrol. (*2).......... 33% 193% 30 


Lake Shore Mines (*314)... 603% 414% 52 
Mead-Johnson & Co. (*4)... 6834 46 6034 


Niagara Hudson Pwr....... 9% 3% 3% 
Novadel-Agene (2)......... 234% 17 2134 
Pan-Amer. Airways ({.50).. 61 31% 40% 
St. Regis Paper............ 6% 15% 1% 
South Penn Oil (1.20)...... 2644 #+4&174 #£%®.22% 
Bwilt & Co. (580) 0. s.ccccccs 2034 13% 17% 
i 1 Pa 40144 2334 32% 
United Founders........... 1% % % 
United Gas Corp........... 334 1% 1% 
United Lt. & Pwr. A....... 5% 1% 1% 
United Shoe Mach. (*4144).. 71% 6734 71% 
Walker Hiram H. W...... 67% 213% 24% 


{Paid this year. ‘Partly extra. 





O far as any general price trend 
is concerned, the past fortnight’s 
movement on the New York 

Curb Exchange has been a stalemate. 
As many issues have advanced as have 
declined and the volume of transactions 
has remained at a low ebb. Considering 
the scope of gains in many issues since 
September, however, it is neither sur- 
prising nor unduly disturbing that ir- 
regularity and hesitation should ap- 
pear. 


Utility Stocks 


One of the most interesting develop- 
ments in this market has been recent 
tentative evidence of a better grade of 
support for leading public utility 
shares, notably American Gas & Elec- 
tric and Consolidated Gas of Balti- 
more. This is apparently based on a 
belief that the sounder utility shares, 
at least for the present, have sufficient- 
ly discounted the industry’s troubles, 
serious as they admittedly are. 

Although there is considerable risk 
in attempting to guess bottom in such 
a situation, at least a few favorable 
developments present themselves. Gross 
electric revenues are rising and in quite 
a few companies some of this gain for 
the first time in months is being trans- 
lated into slightly higher net. Second, 
recent White House conferences be- 
tween the President and various utility 
leaders are interpreted as suggesting a 
possible “‘peace pact” between the in- 
dustry and the New Deal, with prob- 


able concession on both sides. Third, 
reports from Canada indicate that 
country has definitely lost interest in 
the proposed St. Lawrence Waterway. 
If so, favorable action on this proposal 
in the United States Senate would be 
but a gesture. 


Oils Lag 


With the seasonal factor against 
them at present, petroleum issues have 
been mildly reactionary. It is an in- 
teresting fact, however, that the leading 
South American oil stocks hold not 
far from the year’s highs, while most 
domestic issues are not far from the 
year’s lows. 

Among industrials and _ specialties, 
new highs have been recorded by Car- 
rier Corp., a pioneer in air condition- 
ing; Ford Motor of Canada Class “A” 
shares; Horn & Hardart, Royal Type- 
writer, Shaeffer Pen, Sherwin-Wil- 
liams, Western Auto Supply and 
United Shoe Machinery. 

Continued firm support have char- 
acterized Glen Alden Coal, now fa- 
vored by seasonal increase in demand; 
Greyhound Corp.; and Fisk Rubber 
common and preferred. 

There is slight current speculative 
interest in either the liquor group or 
the gold shares. Most of the former 
have declined fractionally from recent 
highs. Lake Shore, the gold favorite, 
has settled into a narrow range, show’ 
ing fractional advance for the past 
fortnight’s net movement. 
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ACTIVE ISSUES 


Quotations as of Recent Date 


INDUSTRIAL 
Bid Asked 

American Book Co. (4) 61 
Amer. Manufacturing............ 
Amer. Meter Co 
Babcock & Wilcox (.40).......... 
Bon Ami, B (8) 
Canadian Celanese 
Colt Fire Arms (*114) 
Crowell Publishing Co. (1) 
Dixon (Jos.) Crucible. ........... 
Dictaphone Corp. (214) 
Fajardo Sugar 
National Casket (3) 
Singer Mfg. Co. (*1414) 
Wilcox & Gibbs (1) 


PUBLIC UTILITIES 
Alabama Power Pfd. (7) 
Carolina Power & Light Pfd. (7).. 
Central Maine Power Pfd. (7).... 47 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 73 
Consumers Power Pfd. (6) 








Happening in Washington 
(Continued from page 245) 








1929. Allowing for the decline of 
prices, there remains room for about a 
30 per cent recovery in them. Even 
so, the unemployment problem in the 
heavy industries will still be untouched. 


The budget, the whole budget, 
is to be balanced in the budget message, 
according to the forecast of an authori- 
tative business economist who has long 
occupied a listening post in Washing- 
ton. Recalling the monitory saying 
of Napoleon that the unexpected al- 
ways happens, I feel that this predic- 
tion must be recorded here, much as I 
personally disagree with it. This au- 
thority, going contrary to the whole 
corps of Washington observers, posi- 
tively declares that even though the 
left-wingers have filled the President's 
council chamber with fascinating 
schemes for spending out unemploy- 
ment and spending in prosperity the 
President will stir the business world 
by forecasting budget slashes for 1935- 
36 which will leave less of a deficit on 
paper than the current year has in 
fact; and that will put the Government 
in the black for 1936-37. Relief is to 
be thoroughly reorganized, says this 
seer, decentralized and vastly reduced 
in volume; public works will be dras- 
tically held down. Well, maybe: you 
know a budget can always be unbal- 
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Bid 
Dayton Power & Light Pfd. (6)... 8934 
Jersey Central Pwr. & Lt. Pfd. (7). 55 
Kansas Gas & Electric Pfd. (7)... 78 
Metropolitan-Edison Pfd. (6) 71% 
Nebraska Power Pfd. (7) 97% 
New Jersey Pwr. & Lt., Pfd. (6).. 66 
Ohio Public Service Pfd. (7) 70% 
Pacific Gas & Elec. Pfd. (1.50).... 20 
Pacific Power & Light Pfd. (7).... 30% 
Puget Sound Pwr. & Lt. Pfd...... 13 
Tennessee Elec. Power Pfd. (6)... 40 
Texas Power & Light Pfd. (7).... 774% 
Utilities Pwr. & Lgt. Pfd. ....... 5 


TELEPHONE & TELEGRAPH 


American Dist. Tel., N. J. (4).... 714% 
Mountain States Tel. & Tel. (8)... 10614 
Northwestern Bell Pfd. (614)..... 111 

Peninsular Telephone 4% 
Southern New England Tel. (6)... 10614 


*Partly extra. 


anced with ease and celerity, and Con- 
gress seethes with a spending mania. 


Cotton will remain under Bank- 
head bill for another season. By a 
nine-to-one victory, the cotton farmers 
have voted for continued compulsory 
limitation. This is not economic judg- 
ment as much as a preference for pres- 
ent cotton prices to the maintenance 
of future markets. It is a curious fact 
that as industry revolts against price 
control or is deprived of it, agriculture 


holds and tightens its grip on prig 
Regimentation captured the bacon fg 
the farmers and lost it for the indy 
trialists. 








The Motors for 1935 
(Continued from page 261) 








On this basis, the stocks of the tw 
companies selling at $31 and $38 
share respectively cannot be considereg 
particularly cheap on earning power 
Even though one make optimistic al# 
lowance for next year’s volume, the 
uncertainty that surrounds profit maré 
gin is an offsetting factor that driveg 
one to the same conclusion. 


Nore. Since this was written, He 
Ford has made certain public announce 
ments astohisnewcar. The engine 
be a V-8 and merely a refinement of thei 
1934 type: for the car itself more com 
fort will be claimed, particularly for 
the back-seat passenger. More impor: 
tant than this, however, is that the 
new Ford will be on display, Decem 
ber 29 and that the price will be an? 
nounced on that date. A limit has 
therefore been placed on the current! 
uncertainty, although the anxiety of 
the other contenders in the low-price’ 
field can hardly have been allayed by 
Ford's statement that: “It is entirely’ 
probable that some of our prices will” 
be lower than in 1934.” This is fur-? 
ther confirmation of the contention in’ 
the above article that Ford did not in- 
tend to fix profit margins very high in) 
1935. 








MARKET STATISTICS 


N. Y. Times —-Dow-Jones Avgs.—. 
30 Indus. il 


40 Bonds 
81.16 
81.35 
81.79 


101.92 
102.57 
103.42 
103.47 
103.16 
102.83 


102.76 


Monday, December 8........... 
Tuesday, December 4 
Wednesday, December 5 
Thursday, December 6 

Friday, December 7 

Saturday, December 8 


Monday, December 10 

Tuesday, December 11 
Wednesday, December 12...... 
Thursday, December 13. ....... 
Friday, December 14 

Saturday, December 15 


100.97 

100.68 

100.69 
100.84 


100.81 


N. Y. Times 
50 Stocks———. 
: Low 


85.45 
85.48 
86.54 
86.61 
86.34 
86.03 


85.93 
84.84 
84.48 
84.20 
83.85 
83.80 


S High 
36.67 86.39 
37.72 86.79 
37.96 87.58 
37.75 87.71 
37.14 87.22 
36.96 86.60 


37.05 86.95 
36.40 86.94 
36.50 85.52 
36.41 85.74 
36.35 84.81 
36.36 84.41 


Sales 
752,555 
952,150 
1,636,613 
1,421,855 © 
1,023,040 | 
458,740 


850,727 
1,281,560 © 
787,330 
997,450 
938,710 
464,060 
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